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Abstract 
 
Previous studies show that firms, in general, die young, and that they are in dire needs for capital 
injections. However, for various reasons, startups are sometime not able to gain financing, and 
in certain cases one prefer a certain type of capital, which has led to the pecking-order theory, 
which assumes that internal capital is preferred over external, and debt is issued rather than 
equity. Furthermore, business angels and venture capitalists have very stringent criteria for 
investing in a startup, making the conditions very harsh. To remedy this problem, this study 
aims to see if startups can utilize Corporate Social Responsibility efforts to enhance their odds 
of gaining capital from business angels and venture capitalists, since it during the last decades 
has become increasingly popular to integrate in the businesses. Thus, we intend to see if 
Corporate Social Responsibility can be a new investment criterion that previous studies have 
not expressed. 
 
We identified a research gap in the literature, that investments can be made on other premises 
than economical, making us wonder whether or not this can be exploited through CSR-
activities. This led us to the research questions of this qualitative study: 
 
How does CSR-activities within a startup affect the business angel or venture capitalist’s 
willingness to invest in the firm? 
 
To fulfill the purposes of this study, we concluded it would be best to conduct a mono-method 
qualitative study, wherein we intended to answer the question using data from semi-structured 
interviews. We gained invaluable information through eight semi-structured interviews, which 
were thematically analyzed into three global themes; investment criteria, networking and 
communication, and sustainable undertakings. From the themes we identified different 
characteristics which are important for both the startup and entrepreneur, as well as found 
evidence that ethical and environmental efforts of startups indeed increase the willingness of 
business angels and venture capitalists to invest, especially in economically strong 
organizations. However, the investors did not try to make the business model more sustainable 
post investment. These findings are very exciting, as they disclose Swedish investors to be 
following a triple bottom line approach when investing, meaning that the findings of Carol 
(1991, p. 42) and other researchers can be adopted when studying Swedish investment 
decisions. This cements social entrepreneurship as a strong contender to the classic notions of 
entrepreneurship.  
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1. Introduction 
We initiate our thesis by explaining how and why we selected our topic and theories. By 
providing a problem- and theoretical background, we formulate the research problem which 
the study is founded upon. In the end of the chapter, both the purpose and research question 
are stated, which we intend to solve. 

1.1 Choice of subject 

We are two students enrolled in the Master’s Program in Business Development and 
Internationalization at Umeå School of Business and Economics. Our studies within 
entrepreneurship have fostered a genuine interest in how to start new businesses and in 
particular how to enhance the chances of succeeding with such activities. Our combined 
working experience mainly consists of employment in larger corporations with tasks including 
administration (HR and economy), commodity trades, and personal loans counseling. Thus, we 
have both seen different micro environments in large companies, making us interested to 
instead investigate a phenomenon on an organization-wide level. We believe startup companies 
are perfect for this purpose, as companies of this particular type have not yet developed 
complicated intra-systems and processes. This makes us believe we can come into contact with 
top management and investigate a phenomenon on an organization-wide level. Furthermore, it 
has been identified that the firms struggle financially, which implies that results can be of 
societal value in case they would assist startup gaining financing. Also, studying startups is in 
line with what we previously have studied, and will enable us to gain applied knowledge 
regarding entrepreneurship. Conducting research in this area will both be interesting and 
challenging, as we get the chance to study a complex problem within the megatrend of 
sustainability, embedded in business administration research. 

1.2 Problem Background 

Different advancements, for example technological, especially since the 1990s and onward, 
have permanently changed the business climate, where successful entrepreneurs in short 
periods of time are able to build extensive multinational enterprises. Naturally, these 
alternations on the business environment have implications on how entrepreneurs should act in 
order to successfully start and maintain new entities. Even though there are vast opportunities 
in the contemporary business environment, the existence of inhibiting factors is acknowledged 
as well (Cressy, 2006, p. 103). These elements can jeopardize the whole undertaking, and thus 
put the firm in bankruptcy, and in the worst case liquidation. According to Cressy (2006. p. 
103), there are several studies with clear empirical evidence that newer firms generally tend to 
fail more often than older companies. Cressy (2006, p. 113-114) explains the collapse of novel 
firms to mainly be due to exhaustion of financial resources over time and a deficit in human 
capital. Cressy (2006, p. 113) pinpoint the managerial competences and experiences are of 
particular importance. A shortage in human capital often lead to a combination of too high risk 
relative to growth, making the financial resources dwindle over time, leading to financial 
distress (Cressy, 2006, p. 113). In order to mitigate the risk of failure, several studies identify 
certain success factors that facilitate the prosperity of novel firms. The general consensus is that 
a focus should be put on financial resources, human resources, recruitment, marketing, 
customer relations, management, research and development (R&D), and lastly the vision and 
objectives of the business (Lasch et al., 2007, p. 71; Chorev & Andersson 2006, p. 172; Watson 
et al., 1998, p. 236) in order for the firm to thrive. 
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To solve the problems regarding deficits in financial capital and/or human capital, with purpose 
to increase the odds of success, many firms seek capital from different sources (Söderblom & 
Samuelsson, 2014, p. 21). If the company only struggles financially, the problem can easily be 
remedied through financing from either internal or external sources (Söderblom & Samuelsson, 
2014, p. 21). However, if the firm also needs competences in order to further develop the 
business, it has to rely on seeking capital from business angels or venture capitalists (Politis 
2008, p. 127; Söderblom et a, 2014, p. 26). In order to invest, these external financiers have 
certain criteria which the company has to fulfill, making it imperative for the firm to make itself 
attractive for these particular investors (Maxwell et al., 2011, p. 217; Tyebjee & Bruno, 1984, 
p.1059). However, in certain cases these investments can be made on premises which are not 
of monetary nature (Söderblom & Samuelsson, 2014, p. 26). This could for example be that the 
startup performs different CSR-activities.  There is a dilemma in that business angels and 
venture capitalists might have different objectives and motives than the company, leading to 
agency problems (Eisenhardt, 1989, p. 58). Additionally, there is information asymmetries 
between the firm and investor, because the investee possesses relatively more knowledge about 
the firm than the financial backer (Myers, 1993, p. 6). These two dilemmas are underlying 
reasons why previous studies find companies to rather undertake debt than persuading business 
angels and venture capitalists for financing (Myers, 1993, p. 7; Frid 2014, p. 327), even though 
the firm might be in need of their competences.  
 
From above two problems can be identified. First of all, startups are in great need of capital and 
competences from external financiers, such as business angels and venture capitalists, in order 
to survive and thrive. However, to attain such resources they must be appealing to the investor. 
Paradoxically, even though the benefits of angel- and venture capital are very clear and 
acknowledged, companies seeking funding are in theory reluctant in pursuing such capital and 
the value-added benefits it brings. Thereby, we think conducting research regarding the 
underlying reasons for capital preferences of startups, as well as how they can make themselves 
more appealing for business angels and venture capitalists is of importance. This could provide 
value for aspiring entrepreneurs and novel businesses, because it could increase their chances 
of attaining financing, and thus enhance their odds of survival. Furthermore, it would raise 
awareness of the different factors affecting the capital choices of Swedish startups, so that these 
can be better addressed when investment deals are to be made. Based on these problems, we 
have scrutinized previous research for relevant theories to remedy these problems in practice, 
and identified gaps which previous researchers have not addressed. 

1.3 Theoretical point of departure and problematization 

1.3.1 Entrepreneurship 
The purpose of an entrepreneur, and the definition itself, has been studied thoroughly the last 
century, which has resulted in two dominant schools of entrepreneurship which encompass all 
types of entrepreneurs, namely the Schumpeterian and Austrian (Cheah, 1990, p. 346). It is of 
importance to investigate and define what entrepreneurship is, so that the phenomenon can be 
studied in the intended context. 
 
Schumpeterian entrepreneurs are according to Cheah (1990, p. 343) promoting disequilibrium, 
as they advocate the amendment of an existing situation. This, in order to enable creative 
destruction, which means activities which “…result in major innovations and even systematic 
changes, generating new development processes that create and/or widen the (e.g., 
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technological) gap between leaders and followers” (Cheah, 1990, p. 343). On the other hand, 
Austrian entrepreneurs are instead promoting equilibrium, which is achieved through 
alterations within an existing situation (Cheah, 1990, p. 343). To be precise, the modifications 
originates in the discovery and capitalization of “…profitable discrepancies, gaps, and 
mismatches in knowledge and information that others have not yet perceived and exploited” 
(Cheah, 1990, p. 343). The potential outcomes of this approach include enhanced knowledge, 
reduced uncertainty, and mitigates the gap separating leaders and followers. Kirzner (1973, pp. 
72-73) summarizes the differences between the two schools by stating: “Schumpeter’s 
entrepreneur acts to disturb an existing equilibrium situation…By contrast, my own treatment 
of the entrepreneur emphasizes the equilibrating aspects of his role”. 
 
The definition of what an entrepreneur is has gradually changed over time, however some 
essential elements, such as novelty, innovation, risk and opportunity are included in the 
majority of the definitions. The first notion of the word entrepreneurship was outlined by Jean-
Baptiste Say in the 19th century, who stated that “the entrepreneur shifts economic resources 
out of an area of lower and into an area of higher productivity and greater yield.” (The 
Economist, 2009). Since then, the definition of entrepreneurship has altered quite drastically. 
Schumpeter, a pioneer when it comes to entrepreneurial research, firstly described 
entrepreneurs as “individuals whose function was to carry out new combinations of means of 
production” (Schumpeter 1934, referred in Carland et al., 1984, p. 354). A few decades later 
Schumpeter revised this position to encompass a few more dimensions, and defined 
entrepreneurs as “individuals who exploit market opportunity through technical and/or 
organizational innovation” (Schumpeter 1965, referred in Eroğlu & Piçak, 2011, p. 146). 
Lastly, a dimension of risk is involved in many definitions, where Hisrich (1990, p. 209) 
characterizes an entrepreneur as “someone who demonstrates initiative and creative thinking, 
is able to organize social and economic mechanisms to turn resources and situations to 
practical account, and accepts risk and failure”. In this study, the definition of an entrepreneur 
that will embraced is a combination of Schumpeter’s (1965) and Hisrich’s (1990) definitions, 
where we explain entrepreneurs as: Risk-aware individuals who demonstrates initiative and 
creative thinking, which facilitates the exploitation of market opportunities through technical 
and/or organizational innovation. What it means to be an entrepreneur more practically, as well 
as the purpose and potential outcomes which can emerge from entrepreneurial activities will be 
investigated next.  
 
Rocha (2004, p. 390) explains entrepreneurship to be the underlying reason for changes and 
evolution within the economy. Bathelt & Glückler (2005, p. 1547) elaborates the previous 
statement by proclaiming entrepreneurs to be the key driver in the process of turning contingent 
resources into novel processes or products. Livi & Jeannerat (2015, p. 1955) describe 
emergence, i.e. economic change or evolution, to happen when “pioneer entrepreneurs or large 
incumbent firms breaking away from an existing market offering (e.g. a new product or a new 
use of an existing product) and/or an established production system (e.g. a new technology or 
a new supply chain)”. Thereby, entrepreneurs can be seen as key actors when it comes to 
developing the economy. 
 
1.3.2 Startups 
Since entrepreneurial activity often leads to the emergence of a new company, we believe it is 
important to investigate the characteristics of novel entrepreneurial firms. Many scholars argue 
that the definition of a startup needs to be revised, and that it is something else than a newly 
established business. Blank (2013, p. 5) argues that startups are not miniatures of large 
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companies. Furthermore, U.S Small Business Administration (2016) explains that typical 
characteristics for startups are technology orientation and high growth potential. Moreover, 
these type of firms typically struggle financially, which makes them a target for investors 
looking for a prospect with high returns in relation to risks (U.S Small Business Administration 
2016). Livi & Jeannerat (2015, p. 1954) state that “startups are commonly viewed as the 
potential inception of a new industrial trajectory which is expected to grow, create jobs and 
disseminate innovation locally.” Carland et al. (1984, p. 358) argue, in line with the previous 
researchers, that the goals of these kind of firms are generally profitability and growth, and that 
innovative strategic practices often are undertaken. Söderblom & Samuelsson (2014, p. 15) 
illustrate startups as engines for economic growth, with positive implications on the society. 
From these different standpoints it becomes apparent that startup companies have 
characteristics that differentiate them from other firms. When studying firms of this particular 
type it is thereby important to look at the features of the company rather than the age. To 
summarize, we see startups as relatively small companies with high growth possibilities and 
intentions, as well as innovative products/solutions. 
 
The financial situation in many startups, which was briefly mentioned in the previous 
paragraph, is in many cases dire, forcing firms of this particular kind to pursue funding from 
different sources (Söderblom & Samuelsson, 2014, p. 15). The reasons why these economic 
dilemmas have emerged are mainly due to extensive research and development costs, the 
resources within startups are mainly of intangible nature with close to zero collateral value, and 
lastly the large amount of working capital needed for rapid growth (Söderblom & Samuelsson, 
2014, p. 15). Cressy (2006, p. 113) finds indications that startup capital is positively correlated 
to firm survival in his research regarding why many businesses fail in an early stage. Lasch et 
al. (2007, p. 70) identified, in a study including 220 ICT firms which had survived at least the 
first three years of business, that the firm growth in terms of people employed is positively 
correlated at a 10 % significance level with two types of capital. Firstly, high startup capital 
(>€75000) in the early stages of the firm, and secondly capital from other firms in later stages. 
Watson et al (1998, p. 236) pinpoints the importance of financial resources by including low 
earnings and cash flow problems as two of the most important reasons for business 
discontinuance. After reviewing numerous studies regarding funding and critical success 
factors of startups, it becomes apparent that capital is of critical importance regarding firm 
performance, growth and survivability. It is thus of relevance to look further into. Worth 
mentioning, however, is that a small number of authors believe capital is not of importance. For 
example, Chorev & Anderson (2006, p. 172) do not identify capital as a critical success factor 
for startups, and argue in their study regarding Israeli high-tech startups that the essential 
components for success to be: “the commitment of the core team, their expertise, the idea itself, 
strategy in general and marketing strategies; customer relationships, management and R&D 
capacity.” Nonetheless, only a fraction of researchers take the same position as Chorev & 
Anderson regarding capital. Moreover, since several studies find significant results regarding 
the importance of financial capital, we see great relevance in investigating the funding of 
startups. Cassar (2004, p. 280) proclaims the financing of innovation brings benefits to an 
economy, which leads to growth, and stresses the importance of studies regarding the funding 
of novel innovative firms. Thus, we have identified a problem in that startups are in need of 
financial capital, and have decided to seek remedy for it. Identifying how a startup can enhance 
its possibility of attaining capital means has great societal implications, since such findings 
would increase the survivability of such firms. This would enable an increasing number of 
innovative firms to enter and maintain a position in the market. 
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1.3.3 Sources of capital 
Söderblom & Samuelsson (2014, p. 21) identifies a number of different sources of capital 
funding for Swedish startup firms, categorized into insider and outsider funding. The insider 
funding is capital streams from the founders themselves or close associates, such as family and 
friends, while the outsider funding originates from actors with no close ties to the founders 
(Söderblom & Samuelsson, 2014, pp. 20-21). The different categories, and subcategories, are 
summarized in figure 1. A more distinct and comprehensive explanation of the relevant funding 
sources will be presented in the theoretical framework chapter. 
 

 
Figure 1. Major funding sources for startup firms (Söderblom & Samuelsson, 2014, p. 21) 
 
1.3.4 The pecking-order model 
As explained in the previous section, there are a handful of investment options for startups, 
where each alternative implies a set of different benefits and liabilities. The pecking-order 
model, outlined by Myers & Majluf in 1984 (Myers, 1993, p. 6), has been widely adopted when 
investigating the choice of financing for different firms, and assumes that companies do not 
explicitly target a distinct debt ratio (Graham & Harvey, 2001, p. 215). Instead, Graham & 
Harvey (2001, p. 215) explain that external financing is only sought and used in cases where 
internal funds are insufficient. External funding is avoided due to dilemmas which might occur 
when using this particular kind of funding. This due to agency problems originated from 
information asymmetry between management and investors, generally leading to less value for 
the investor, which implies “that external funds are undervalued in relation to the degree of 
asymmetry” (Graham & Harvey, 2001, p. 215). This is why the startup generally perceive its 
equity to be undervalued (Myers, 1993, p. 7). If, however, external funds are used, firms 
generally prefer debt and convertible securities. Issuance of new equity is seen as a last resort 
when no other funding alternatives are available (Graham & Harvey, 2001, p. 215). To 
summarize, the pecking-order model assumes that companies prioritize funding in the 
following order: internal funds > debt > equity. 
 
It has been widely discussed between scholars whether the pecking order theory is applicable 
to young and small ventures, including startups (Söderblom & Samuelsson 2014, p. 31). 
Söderblom & Samuelsson (2014, p 31) explains that these particular kind of firms naturally 
have characteristics which do not conform to those of large corporations, making it debatable 
whether or not the model can be generalized. Cassar (2004, p. 264) agree to this, and stress the 
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fact that startups have several unique aspects when it comes to financing, in particular the 
entrepreneurs influence on both financing and capital structure choice. Several authors gain 
ambiguous results regarding this theory, and further some argue that these are due to differences 
between the charactersitics of large corporations and startups (Söderblom & Samuelsson, 2014; 
Cassar, 2004; Garmaise 2001). Thereby, it becomes quite clear that the pecking-order needs to 
be further investigated in a startup context. However, the apparent differences between startups 
and established companies, as well as the fact that scientists argue about the applicability of 
this particular theory in a startup context (Söderblom & Samuelsson 2014, p. 31), has made us 
conclude that we should not investigate this particular theory further. Nonetheless, the results 
of an investigation regarding this specific theory would have great implications on subject of 
this thesis, and results it might yield, making us pinpoint the importance of this theory. The 
actual research gap this study intends to fill will be discussed in the following sections. 
 
1.3.5 External funding 
The external funding alternatives for a Swedish startup company, as previously outlined by 
Söderblom & Samuelsson (2014, p. 21), are public debt, commercial debt, business angels, 
venture capital, and other (including financial bootstrapping, crowd funding, and initial public 
offerings). Due to the vast availability of different capital sources, which are in essence quite 
different, we have decided to lay primary focus upon business angels and venture capitalists. 
This, in order to limit the magnitude of the work to fit the timeframe. These particular sources 
of financial capital share similarities and have been put against each other in previous research 
settings, however in different contexts (Dutta & Folta 2016, p. 52). 
 
A business angel is fundamentally an informal venture capitalist with an essential role in 
providing capital means to companies in their early phases (Söderblom & Samuelsson, 2014, 
p. 25). Mason & Harrison (2008, p. 309) define a business angel as “a high net worth individual, 
acting alone or in a formal or informal syndicate, who invests his or her own money directly in 
an unquoted business in which there is no family connection and who, after making the 
investment, generally takes an active involvement in the business, for example, as an advisor 
or member of the board of directors.” Politis (2008, p. 128) pinpoints business angels to 
promote and defend their interests by often working tightly with the different firms they have 
invested in. Avdeitchikova (2008, p. 68) finds in her research the venture capital market in 
Sweden the average business angel investment in Sweden to be €13500, and that the business 
angel market capitalizes roughly €385-€450 million annually. The size of this particular market 
is thus around 1% of Sweden’s GDP (Avdeitchikova, 2008, p. 78). Avdeitchikova (2008, p. 78) 
believes this number will increase over time, as Sweden is shifting towards a financial system 
which is increasingly equity-based. Since this article was published in 2008, we believe, in line 
with Avdeitchikova (2008, p. 78), the market to have grown to be a few percentage points to 
capitalize slightly more annually. Tillväxtanalys (2013, referred in Söderblom & Samuelsson 
2014, p. 27) finds in an examination the total number of business angel investments made into 
private firms to be roughly 30 000, performed by 3000 and 5000 business angels. However, 
gaining financing from business angels is very hard, which can be seen in the rejection rate 
which is according to Argerich et al. (2013, p. 807) between 75 and 95 %. The key drivers for 
business angels when investing are economic factors, because they intend to exit the business 
after some time while simultaneously making a profit (Riding, 2008, p. 365). Interestingly, it 
has been identified that business angels may have other motives than economic when investing, 
for example they might invest on moral grounds (Söderblom & Samuelsson, 2014, p. 26). For 
example, this might occur in situations where they invest in products which are in line with 
their moral standpoints. Consequently, it could also imply that they are reluctant to invest in 
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companies which they perceive produce immoral products, for example firearms. This raises 
the question whether companies can promote other values than a potential pay-off in a certain 
time frame, for example social or environmental value, in order to pursue business angels and 
acquire capital injections.  
 
According to Suitaris & Zerbenati (2014, p. 321), corporate venture capital is defined as 
“minority equity investments by established corporations in privately held entrepreneurial 
ventures”. Söderblom & Samuelsson (2014, p. 27) explains it as formal capital, which is 
primarily targets companies of high growth potential in early stages of development. This 
particular type of capital is highly important to entrepreneurs and startups, and is increasing in 
popularity (Suitaris & Zerbenati, 2014, p. 321). Venture capitalists on the other hand, are 
important stakeholders since they are the ones offering the venture capital, with a motive to exit 
by selling their shares after a set period of time (Cumming, 2010, pp. 389-390). They are 
particularly important in newly started companies, since they can provide both funding and 
value-adding activities, such as advice for the company. Further, the venture capitalists are 
often personally engaged in the projects they support and it is not unusual that a special personal 
relationship arises between the investor and the investee (Randjelovic, 2001, p. 2). Also, they 
often possess extensive experience regarding entrepreneurial businesses, thus they often take 
place in the management team of the companies they are involved in (Randjelovic, 2001. P16). 
In order to get the attention of a venture capitalist, the company needs to make sure the venture 
capitalist understands the business. Herein lies the difference between bankers, who usually do 
not understand the business or have the time to evaluate it properly, and investors, who gladly 
investigate and evaluate the opportunity to invest (Eliasson, 1997, p. 5). When venture 
capitalists choose firms to invest in, there are two approaches they can take; exclusionary 
approach or inclusionary approach. The exclusionary one means leaving aside products and 
services that might not be politically correct, for example weapons, and the inclusionary one, 
which involves assigning points to positive efforts (Bocken, 2015, p.650). However, according 
to Barry & Junkus (2013, referred in Bocken, 2015, p. 650), investors seem to prefer a more 
holistic approach when deciding upon firms to invest in, where a wide set of criteria regarding 
corporate behavior are judged. 
 
1.3.6 Corporate social responsibility 
The Corporate Social Responsibility (henceforth referred to as CSR) dimension of a firm is 
closely related to sustainable development, which the World Commission on Environment and 
Development defines as “development that meets the needs of the present without 
compromising the ability of future generations to meet their own needs” (WCED, 1987: 54, 
cited in Klewitz & Hansen, 2014, p. 58). According to Loimi & Dahlgren (2005, p. 7), CSR is 
defined as “companies that integrate social and environmental responsibilities into their 
business and take stakeholder demands and expectations into account”. This definition of CSR 
is adopted throughout this thesis. Three main components are involved in CSR; economic 
responsibility, social responsibility and environmental responsibility. These objectives are 
commonly called the three P:s (people, profit and planet) and are the main dimensions of the 
Triple Bottom Line (TPL), a framework that was forged by John Elkington during the 90s 
(Slaper & Hall, 2011, p. 4). This framework can be utilized in various situations by for-profit 
and nonprofit organizations, small and large companies, and by government sectors. The three 
parts of the TPL framework will hereinafter be referred to as economic, social and 
environmental dimensions. 
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Economic responsibility encompasses that the company operates and acts in a way so that the 
free market and competition are not perceived as a threat, but as appropriate environment for 
development and growth. The main stakeholders with keen interest, and also the ones affected 
by the company’s economic responsibility, are investors, owners, shareholders, business 
partners, employees and suppliers (Loimi & Dahlgren, 2005, p. 13).  
 
The social responsibility primarily involves how well the company takes responsibility of their 
employees, but the surrounding environment is also of great importance when discussing social 
responsibility. Labor laws, security and health of employees and involvement in improving the 
environment in which the company operates are all important aspects (Loimi & Dahlgren, 2005, 
p. 19).  
 
In terms of environmental responsibility, the primary mission is to reduce the carbon footprint. 
By evaluating the activities that might have a negative impact on the environment, the company 
can take measures in order to efficiently improve the environmental activities and thereby 
reduce the carbon footprint. The result from the measures taken should be documented, since 
internal and external stakeholders might be interested in taking part of the information (Loimi 
& Dahlgren, 2005, p. 25).  
 
Traditionally, it has been hard and costly to move from unsustainable resources to a more 
sustainable operation process, but that is changing. According to Retolaza et al. (2009, p. 325), 
there is a scarcity in data related to CSR in a startup context. The few studies that have been 
done show ambiguous results regarding the effect on stakeholders’ welfare after the 
implementation of CSR activities. Some studies find tendencies of increased financial 
performance, while other investigations draw an opposing conclusion (Margolis & Walsh, 
2001, referred in Sholtens, 2006, p. 19). Thus, the financial benefits of investing in CSR-heavy 
startups are not clear, and need to be further investigated in a Swedish context. However apart 
from the economic, both social and environmental values can be gained by investing in such 
startups (Slaper & Hall, 2011, p. 4). 
 
Companies today realize the value of implementing social and environmental activities into 
their processes. This, because benefits can be gained, for example through increased value and 
improved sales (Esslinger, 2011, p. 403). The reasons for companies to engage in CSR-
activities are many; improved image of the company, it could lead to increased profitability and 
it keeps the employees energized (Hallstedt et al., 2012, p. 277). From an external perspective, 
stricter legislation and tougher consumer requests can culminate in companies starting to 
operate in a more sustainable way (Hallstedt et al., 2012, p. 277). It becomes clear that the 
implementation of an environmental and social dimension within contemporary firms can bring 
benefits, which we perceive external funders might value. However, as mentioned in the 
previous paragraph, the monetary gains for stakeholders originated from CSR-activities are 
unclear. 
 
1.3.7 Sustainable entrepreneurship 
Since we are to investigate Swedish startups, we believe the CSR-theories need to be 
complemented with those regarding sustainable entrepreneurship. This, so that the whole 
spectrum of CSR-activities within startup can be completely understood. The startups 
nowadays are increasingly involved in sustainably, and the term sustainable entrepreneurship 
has evolved from and combined two research paths; social entrepreneurship and environmental 
entrepreneurship (Bocken, 2015 p. 649). According to Bocken (2015, p. 649) sustainable 
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entrepreneurship is defined as “entrepreneurial activities that contribute positively to 
sustainable development and the objectives derived from it”. The main difference between 
regular entrepreneurs and sustainable entrepreneurs is that the latter one aims to have a more 
value-based approach with an intention to inaugurate environmental and social change in 
society (Bocken, 2015, p. 649). Schaltegger & Wagner (2011, p. 225) assent, as they define 
sustainable entrepreneurship as “the realization of sustainability innovations aimed at the mass 
market and providing benefit to the larger part of society”. As stakeholders’ demands tend to 
go beyond pure economic interest, which is usually the primary driving force of shareholders’, 
the stakeholders’ demands are a great source of opportunities for sustainability innovation, 
exploitation and discovery (Schaltegger & Wagner, 2010, p. 225). We embrace Bocken's (2015, 
p. 649) definition, since it is a lot broader, and encompass a wider continuum. 
 
The key traits of sustainable entrepreneurs are defined in a framework designed by Lans et al. 
(2014, referred in Bocken 2015, p. 649), and involves embracing diversity and interdisciplinary, 
competence in system thinking, normative competence and interpersonal competence. Further, 
Bocken (2015, p. 649) states that sustainable entrepreneurs usually focus on satisfying several 
stakeholder needs or allocating benefits to stakeholders that have contributed positively to the 
startup, instead of just focusing on maximizing profits or giving benefits to stakeholders with 
most power. According to Kirkwood & Walton (2010, referred in Bocken, 2015, p. 649), 
sustainable entrepreneurs have the same motivators as regular entrepreneurs (for example 
passion, being their own boss and earning a living), but with one slight difference – they also 
have green values. Therefore, it is safe to say that sustainable entrepreneurs have specific 
motivators and that they require special skills related to optimizing processes and delivering 
organizational outcomes and business purpose.  
 
1.3.8 Investment requirements and stakeholder value-creation 
Since venture capitalists seek to have a balanced sustainable investment portfolio, the 
investment thesis (which in the sustainability sphere refers to how a specific investment will 
create impact) might be of importance when looking at potential investments (Brocken, 2015, 
p. 650). According to Bocken (2015, p. 655), one vital part for a venture capitalist when 
considering investing in sustainable startups, is making sure that the business model of a 
sustainable business needs to discernibly outperform current incumbents’ business models to 
ensure success. Further, the financials of the startup need to be solid, regardless of the social 
and environmental business case. Obviously, if the financials are not solid, it could also mean 
that an investment in the startup is not carried through (Bocken, 2015, p. 655). Thereby, the 
financial dimension needs to be proper before the investor consider the other two dimensions 
of the TPL. 
 
In terms of value-creation as a result of CSR involvement, Malik (2015, p.420) argues that 
stakeholders’ value can be enhanced if CSR activities are well developed and widely adopted 
within the startup. Stakeholders’ in the shape of venture capitalists see the value of the CSR 
activities, not only in the financial gains that can be acquired, but also in reduced risk and cost 
of capital, reduced information asymmetry and improved operating performance. These 
benefits come as a result from CSR activities such as corporate ethics promotion, reporting 
quality improvement and improved governance performance (Malik, 2015, p.427). 
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1.4 Summary of problematization 

It has been identified that startup companies are often in need of capital from external sources, 
for example from business angels and venture capitalists. These particular investors are seeking 
value, mainly in terms of financial gains, however it was also seen that investments could in 
certain cases be done on moral grounds or for personal goals (Paul et al., 2007, p. 114). This 
makes us wonder whether startup companies and sustainable entrepreneurs can exploit these 
moral grounds when seeking external capital, by promoting values of social and environmental 
activities. The purpose would be to increase the chances of obtaining capital, and thus enhance 
the chances of survivability and success.  
 
Frid (2014, p. 337) requests future research on both social entrepreneurship and the pecking 
order theory, due to important policy implications. Initially, we intended to explore both these 
areas in order to provide new insights and theoretical contribution. However, we decided to 
exclude the pecking-order from the study due to thematic differences between the pecking-
order and funding of CSR-emphasizing startups. Thereby, focus of this study is solely on the 
knowledge gap regarding investments on non-monetary grounds. Thus, in this study we intend 
to explore the issue regarding financing from business angels and venture capitalists. We intend 
to fill the knowledge gap related to capital acquisition and CSR-activities, and whether these 
activities can increase the odds of gaining capital. It is also important to see the perceived value 
of such activities from the entrepreneur/startup’s point of view. If their thoughts do not conform 
to those of the venture capitalists and business angels, it can lead to ineffective activities, or 
missed opportunities. This could be done in a complementary study. Thus, the focus of this 
thesis is the investment criteria of Swedish business angels and venture capitalists. This leads 
us to the research question and purposes in the two sections following the summarized research 
gap. 

1.5 Summary of research gap 
As mentioned in the previous section, this study will focus on the following identified research 
gap: 
 

• Investments can be made on moral grounds or personal goals rather than financial – can 
firms exploit this by conducting CSR-activities 

1.6 Research question 

To address the research gap, presented in the previous section, we state the following research 
question: 
 
How does CSR-activities within a startup affect the business angel or venture capitalist’s 
willingness to invest in the firm? 

1.7 Purpose 

The purpose of this thesis is to study, both empirically and theoretically, the whole investment 
process of both business angels and venture capitalists, to see how investments are undertaken 
in Sweden, and identify what aspects these investors emphasize on. Furthermore, we intend to 
put extra focus on CSR-activities, in order to fill the identified research gap. Ultimately, we 
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intend to recommend criteria and actions which should be considered for Swedish startups, in 
order to maximize their chances of gaining capital from these particular types of investors. 

1.8 Key concepts 

Agency costs - The total expenditures of monitoring activities, bonding activities, and lost 
welfare of the principal in monetary terms (Jensen & Meckling, 1976, p. 308). 
 
Agency problems – Problems which occur in principal-agent relationships due to differing 
self-interests and goals of two parties, i.e. between the investors and startup. 
 
Business angel - “A high net worth individual, acting alone or in a formal or informal syndicate, 
who invests his or her own money directly in an unquoted business in which there is no family 
connection and who, after making the investment, generally takes an active involvement in the 
business, for example, as an advisor or member of the board of directors.” (Mason & Harrison, 
2008, p. 309) 
 
Corporate Social Responsibility – The integration of social and environmental responsibilities 
into the business activities, while simultaneously taking stakeholder demands and expectations 
into account. Includes three main components, economic responsibility, social responsibility 
and environmental responsibility (Loimi & Dahlgren 2005, p. 7). Encompasses the different 
aspects of sustainability. 
 
Entrepreneurship - Risk-aware individuals who demonstrates initiative and creative thinking, 
which facilitates the exploitation of market opportunities through technical and/or 
organizational innovation (Schumpeter, 1965; Hisrich, 1990). 
 
Pecking-order – Explains the capital preference of firms, and consists of four different 
properties. In short, sticky dividends, internal financing is preferred over external, the safest 
security is preferred if external capital is needed, and lastly a distinct pattern is followed when 
more external capital is sought: from safe- to risky debt, where the risky debt generally consists 
of quasi-equity instruments such as convertibles. Equity is seen as a last resort (Myers, 1993, 
pp. 5-6). Thereby, companies are expected to have the following capital preference: internal 
funds > debt > equity. 
 
Startup – A relatively small company with high growth possibilities and intentions, as well as 
innovative products/solutions. 
 
Sustainable entrepreneurship - “Entrepreneurial activities that contribute positively to 
sustainable development and the objectives derived from it” (Bocken, 2015, p. 649). 
 
Venture capitalists – Stakeholders who are offering venture capital, which can be seen as 
formal capital, targeting companies with high growth potential in the early stages of 
development (Söderblom & Samuelsson 2014, p. 27).  Their motive is to exit by selling their 
shares after a set period of time (Cumming, 2010, pp. 389-390). 
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2. Scientific methodology 
The purpose of this chapter is to explore the different options regarding philosophical 
standpoints, and then describe why certain views are adopted. Subsequently the research 
approach, design, and strategy of this thesis will be outlined. Lastly, the chosen theories will 
be outlined and clarified, in combination with a reflection regarding source criticism. 

2.1 Pragmatism 

Scientists adopting pragmatism put the research question in focus, meaning that whatever 
philosophical position that seems optimal should be adopted, even if it means embracing 
multiple standpoints (Saunders et al., 2012, p. 130). Creswell (2009, p. 10) clarifies by 
mentioning that researchers adopting pragmatism should use all measures available to 
comprehend a phenomenon, and advocates the applicability in pragmatic studies. Greene (2008, 
referred in Tashakkori & Teddlie 2010, p. 96) describe pragmatism as “a leading contender for 
the philosophical champion of the mixed methods area”. We agree with Greene (2008), 
however, we believe the phenomenon we intend to study, i.e. capital injections into startups 
and how CSR-activities affect the willingness of different investor to invest in such firm, 
optimally is investigated through qualitative data gathered through interviews. Thereby, we 
argue for a mono-method study, in which it is hard to exploit the benefits of pragmatism. This, 
due to the ambiguities which would emerge, especially regarding the ontology and 
epistemology. Thereby, we instead advocate a single standpoint for all the important 
methodological considerations. To be precise, the ontological standpoint adopted in this thesis 
will be of constructivist nature, and the qualitative data will be investigated from an 
interpretivist point of view. Furthermore, the prospection of qualitative data implies social 
interaction between us as researchers and the sample, meaning that we are part of the world 
studied and thus cannot be objective to a satisfactory level when it comes to the qualitative data. 
Consequently, these point of views regarding scientific methodology, in combination with 
different practical tools enables us to utilize ideal means in order to consecutively answer our 
research question and the purpose of the study. Our considerations regarding the scientific 
methodology will be further discussed in the subsequent sections. 

2.2 Ontology 

When conducting the research, it is important that the ontology, which concerns the nature of 
reality, is reflected upon (Saunders et al., 2012, p. 130). To be precise, the ontology’s purpose 
is according to Saunders et al. (2012, p. 131) to identify to what degree social entities exist in 
reality and whether these are external and independent of social actors or not. Long et al. (2000, 
p. 190) explain that the two most extreme point of views regarding ontology are to either see 
knowledge as objective with a theoretically universal accessibility, or subjective which is reliant 
on personal experiences. The two central positions within ontology are the objectivist and 
constructivist, each being on the opposite outskirts of the spectrum (Bryman & Bell, 2011, p. 
20). The former suggests that the studied phenomenon is independent of the entity being 
studied, which in this case would imply that, for example, the funding decision exists 
independently (Bryman & Bell, 2011, p. 21). The latter is the opposite, where Saunders et al. 
(2012, p. 132) explains reality to be socially constructed through interaction between actors. 
Saunders et al. (2012, p. 132) further elaborate that a study is connected to subjectivism where 
“social phenomena are created from the perceptions and consequent actions of social actors”. 
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We perceive constructionism to be the most fitting ontology for this study for a number of 
reasons. Firstly, the empirical data in this study will be of qualitative nature collected from 
business angels and venture capitalists through interviews, putting the thesis in a social context. 
Moreover, we see the investment decision as a social phenomenon, as interaction between 
investors and startups are inherent for a capital injection to occur, and thus constantly recreated 
by the social actors. This is in line with the thoughts of Walsh (1972, referred in Bryman, 2012, 
p. 34) who proclaims that scientists should not assume there is a pre-constructed universal 
phenomenon, and instead explains that the different processes which constitute the social world 
should be investigated. So, basically an investment decision cannot happen if there are no social 
actors, meaning there would be no phenomenon to study if there is an absence in social actors. 
Therefore, we have adopted a constructionist standpoint, which consequently will be followed 
throughout the thesis. 
 
To further clarify our ontological position, it can be illustrated through the ontological 
metaphors outlined by Long et al. (2000, pp. 192-194). In essence, these metaphors further 
explain in what part of the objective-subjective continuum the study is positioned (Long et al., 
200, p 192). The qualitative data is of this study resides a paradigm which is on the subjective 
dimension of the spectrum, to be precise one step away from purely constructivist (Long et al., 
2000, p. 193). This particular position is explained through the metaphor observing the social 
world as “culture and theatre.” The focus of this particular paradigm is on social patterns within 
context. According to Long et al. (2000, p. 193), meaning and symbolic relationships founded 
through action and interactions of social nature are studied. Furthermore, law-like 
interpretations of causality are foregone in this particular metaphor (Long et al., 2000, p. 193). 
We can clearly relate the study to this particular paradigm, since we study a social phenomenon 
which will not disclose any causal relationships. Moreover, contextual meanings related to the 
willingness of business angels and venture capitalists to invest can be found. Lastly, particular 
paradigm as previously successfully been utilized in marketing studies regarding underlying 
meanings regarding consumption (Long et al., 2000, p. 193), we also believe it can be adopted 
when studying the investment decision, since both of these occurrences are similar on a 
fundamental level. To summarize, a constructionist standpoint is taken, due to the 
phenomenon’s dependability on social actors. 

2.3 Epistemology 

Saunders et al. (2012, p. 132) explains epistemology to concern “what constitutes acceptable 
knowledge in a field of study”. The main consideration of this philosophical orientation is to 
identify the feasibility to investigate the social world in the same manner as in natural science 
(Saunders et al., 2012, p. 134). The epistemology includes three different orientations, namely 
positivism, realism, and interpretivist (Saunders et al., 2012 pp. 134-137). A positivist strives 
to conduct research in the same manner as a natural scientist, where the researcher is an external 
observer, with no personal opinion, who provides theoretical contribution through experiments 
including testable hypotheses (Saunders et al., 2012, p. 134). Much similar to the positivist, the 
realist also perceives reality as both external and objective (Saunders et al., 2012, p. 136). 
However, due to personal interpretations, it is argued that every individual understands the 
objective reality differently, making laws from natural science only partly applicable (Saunders 
et al., 2012, pp. 136-137). The interpretivist epistemology is on the other side of the spectrum, 
which basically according to Saunders et al. (2012, p. 137) implies that the researcher has to” 
understand differences between human actors in our role as social actors.” Essentially this 
means that researchers are unable to be objective when they are part of the world studied, which 
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naturally suggests the scientists’ interpretation to differ depending on preunderstanding and 
knowledge (Saunders et al., 2012, p. 137). Naturally this implies that complexities within the 
social world of business administration should not be compressed into what Saunders et al. 
(2009, pp. 115-116) call “law-like generalizations”. 
 
The data in this study will be examined through an interpretivist scope, due to the data being 
qualitative and us, as researchers, being part of the social world being studied. Thus, we 
acknowledge that the phenomenon to be studied is social on a fundamental level, and that we 
cannot study it objectively. This corresponds to our ontological standpoint which has been 
outlined previously. Basically an investment into a startup cannot be made without the 
interaction between social actors which is unique for each case, including multiple actors and 
rooted in different contexts and circumstances. Therefore, we argue that neither of the more 
objective positions can be taken when undertaking this study, since we cannot draw law-like 
generalizations of the phenomenon. Furthermore, since our interpretation of the social 
phenomenon is dependent on the preunderstanding and knowledge of the occurrence, large 
efforts need to be put into the theoretical framework so that the data can be interpreted correctly. 
Moreover, the components of the theoretical framework need to clearly be present in the data 
collection. To summarize, an interpretivist standpoint is taken since it makes it feasible to study 
the social phenomenon which occur when startups gain funding. 

2.4 Research Paradigm 

Burell & Morgan (1979, pp. 22-23) have outlined a framework consisting of four paradigms, 
the radical humanist, radical structuralist, interpretive, and functionalist, which can be used 
when analyzing social theory. We have decided to include these, as it better enables us to 
illustrate our methodological standpoints, so that it better can be seen how we intend to interpret 
and analyze data. These are characterized by mutual exclusivity, meaning that they offer 
different views of social reality. Comprehension of each paradigm would thus imply the 
understanding for alternative views of society which are impossible to fuse (Burell & Morgan, 
1979, p. 25). However, it is possible to be active in alternative paradigms sequentially over time 
while simultaneously being mutually exclusive (Burell & Morgan, 1979, p. 25). This is of great 
importance for researchers, who take a pragmatist position, since a different paradigm might 
provide better answers for the research question at a particular point in time. However, since 
we have a constructive ontology, and consequently an interpretive epistemology, we will stay 
within one paradigm in this study. 
 
The paradigms are based on four different elements, whether they are subjective or objective, 
and if emphasis is put on radical change or regulation. These four paradigms are based on meta-
theoretical assumptions on a fundamental level, which serves as a pillar for the frame of 
reference, mode of theorizing, and the method of social theorists (Burell & Morgan 1979, p. 
23). Burell & Morgan (1979, p. 23) stress that researchers within a particular paradigm are not 
completely unified, which opens up for debate of different standpoints in the context of a 
specific paradigm. Thereby, there is room for both variation and activity within an individual 
paradigm, however inter-paradigmatic journeys are very rare (Burell & Morgan 1979, p. 23). 
Furthermore, Burell & Morgan (1979, p. 23) elaborate by explaining that there is an underlying 
unity on a very basic level, defined as taken for granted assumptions, which differentiates the 
paradigms from one another. Thus, a researcher positioned in a particular paradigm perceives 
the world in a particular manner, differentiated from the other paradigms (Burell & Morgan, 
1979, p 24). Burell & Morgan (1979, p. 24) advocate the ability to position all social theorists 
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within the context of the four paradigms. Thereby, this is a powerful tool for both locating the 
individual frame of reference related to social theory, and also to establish the current, past and 
future position. Burell & Morgan (1979, p. 24) summarize by stating the framework to be 
“[providing] a tool for mapping intellectual journeys in social theory - one's own and those of 
the theorists who have contributed to the subject area.” The paradigms of functionalism and 
interpretivism will be outlined and discussed below. We have disregarded the two radical 
paradigms, as the phenomenon studied in this thesis is not inherent in the sociology of radical 
change, but rather in the sociology of regulation. This, because the nature of the radical 
dimension is concerning change, whereas the dimension of regulation attempts to explain how 
the world currently functions (Burell & Morgan 1979, pp. 28-34). 
 
The functionalist paradigm is the predominant context in which academic sociology and study 
of organizations occurs (Burell & Morgan, 1979, p. 25). As can be seen in figure 2, it is 
embedded in the regulation spectrum of sociology, and has an objective position. This paradigm 
provides regulative sociology in its finest form, and strives to explain social affairs both 
rationally and fundamentally (Burell & Morgan, 1979, p. 26). Furthermore, this particular 
paradigm is characterized by being exceptionally pragmatic, in the sense that it gives rise to 
knowledge applicable in practice (Burell & Morgan, 1979, p. 26). Functionalists are, according 
to Burell & Morgan (1979, p. 25), generally concerned with explaining the “…status quo, social 
order, consensus, social integration, solidarity, need satisfaction and actuality”. Burell & 
Morgan (1979, p. 26) further explain functionalist to usually address these sociological 
concerns from an objective epistemological perspective, i.e. realist, positivist, nomothetic, 
determinist. Due to the objective focus of this paradigm, we have deemed it to be unfit for this 
particular study, and thus have decided to reside in the interpretive paradigm. 
 
Researchers inherent in the interpretivist paradigm follow the sociology of regulation, while 
simultaneously being subjective when analyzing the social world (Burell & Morgan, 1979, p. 
28). Essentially, theorists situated in this particular context strive to understand the current state 
of the world, which according to Burell & Morgan (1979, p. 28) implies gaining insight on 
“…the fundamental nature of the social world at the level of subjective experience.” Basically, 
the social world is a process characterized by emergence and of social nature, shaped and 
founded by the individuals it involves (Burell & Morgan, 1979, p. 28). Furthermore, the 
analytical pattern of interpretivist generally concerns issues linked to “…the nature of the status 
quo, social order, consensus, social integration and cohesion, solidarity and actuality”. Burell 
& Morgan (1979, p. 28) further state researchers following this approach to social science 
generally being anti-positivist, ideographic, nominalist or voluntarist. We deem this paradigm 
optimal when studying the most essential data of this study, the qualitative, since this position 
corresponds well with both the adopted ontology and epistemology undertaken in this study. 
Moreover, it focuses on social concerns and constructs, which we regard the phenomenon of 
startup investment, including the investment decision, to be. To end, we have decided to see 
the world in an interpretive context for the qualitative part of the study, however, as previously 
mentioned, a paradigm shift to a functionalist point of view will occur at particular moments. 
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Figure 2. Four paradigms for the analysis of social theory (Burell & Morgan, 1979, p. 22)  
 
2.5 Research Approach 
There are three different approaches which can be adopted when conducting research; 
deduction, induction and abduction. The purpose of a research approach is relating theory to 
empirical data, making it essential to consider.  Saunders et al. (2012, p. 144) explain the logic 
behind deductive research as: “in a deductive inference, when the premises are true, the 
conclusion must also be true.” Patel & Davidson (2011, p. 23) have a similar perception of 
deduction, and explain deductive researchers to be following the path of evidence. Boyd et al. 
(1991, p. 100) describes deduction as a method with purpose to critically test theories. It is vital 
for a scientist following this approach to base the study on principles and theories rooted in 
academic literature, to subsequently study a phenomenon and draw inferences using the 
previously chosen information (Boyd et al., 1991, p. 100). More concrete, deductive studies 
generally follow these steps: first the existing literature is scrutinized, after that hypotheses are 
outlined to later be tested and analyzed. If the results do not correspond to theory, it implies 
that the theory to be either false or in need of modification so that it becomes consistent with 
the premises (Boyd et al., 1991, p. 100; Bryman & Bell 2011, p. 11; Saunders et al., 2012, pp. 
144-145). This study takes a deductive research approach, which will be further discussed in 
the end of this section. 
 
Patel & Davidson (2011, p. 23) explain inductive researchers to be following the path of 
discovering. Basically this implies the researcher to be studying an object without rooting the 
data gathering method in previously accepted academic theory. The harvested empirical data 
will a constitute a new theory (Patel & Davidsson, 2011, p. 23). Saunders et al. (2012, p. 144), 
in line with Patel & Davidsson (2011, p. 23), mention that induction is used for theory 
generation and building, subsequently explaining the logic behind induction as: “In an inductive 
inference, known premises are used to generate untested conclusions”. Due to the liberal nature 
of this research approach, there is a fundamental risk related to the knowledge of the people 
conducting the study, as limited comprehension regarding the theory’s scope can greatly affect 
the results (Patel & Davidsson, 2011, p. 23). This is due to the theory’s foundation on empirical 
data related to a particular set of conditions, for example the situation, time or formation of 
people (Patel & Davidsson, 2011, p. 23). Hartman (2004, p. 150) pinpoints the applicability of 
induction in exploratory research, as it can be a powerful tool to identify connections in such 
settings, however it cannot draw inferences regarding general cause-and-effect relationships. 
This particular research approach is for this study neglected, because the research is rooted in 
academic theory and does not have the goal to generate new theories. 
 



17 
 

Abduction is essentially a mix of both induction and deduction (Patel & Davidsson, 2011, p. 
23; Saunders et al., 2012, p. 147). Blaikie (1993, referred in Ong 2012, p. 422) explains the 
procedure of abduction as “the process of generating social scientific accounts from social 
scientific accounts from social actors’ accounts”. Thus, it becomes clear that it is an approach 
related to subjectivism. Saunders et al. (2012, p. 144) outlines the logic behind abduction as: 
“In an abductive inference, known premises are used to generate testable conclusions”. The 
aim of abduction is to portray and comprehend social life with regards to the motives and 
accounts of social actors (Ong, 2012, p. 424). On a general level, it implies the researcher to be 
formulating a hypothetical pattern with possibility to explain a particular case, which Patel & 
Davidsson (2011, p. 23) describes as a proposal for a theoretical depth structure. Basically this 
hypothetical pattern is according to Patel & Davidsson (2011, p. 23) a two step procedure, 
where the researcher first works inductively in order to test hypotheses or theories in new cases. 
Thereafter, in the second step, the scientist works deductively with purpose to increase 
generalizability by developing and extending the original hypotheses and theories (Patel & 
Davidsson, 2011, p. 23). The ultimate goal of abduction is according to Blaikie (2000, referred 
in Ong, 2012, p. 424) to “Develop a theory and test it iteratively/develop an interpretation or 
construct and test a theory/social scientific accounts/ideal types”. It becomes clear that 
abduction is essentially about building and developing new theories, which is not in line with 
the purpose of this thesis. Hence, due to these fundamental differences, this research approach 
will not be undertaken. 
                                                                                
This study is using academic theories, outlined by academic researchers within business 
administration, as a starting point with purpose to test premises in a research setting. Thus this 
study fulfills the fundamental requirements of being deductive, meaning that existing theory is 
the determinant of what data is collected and now it is interpreted (Patel & Davidson, 2011, p. 
23). We argue that a starting point in academic theory is imperative for this study, as it enables 
us to define, as well as outline, specific research gaps and premises which are to be investigated. 
Nevertheless, one problem with deduction is its association to quantitative data, and certain 
researchers even argue that studies using qualitative data cannot have a deductive research 
approach. However, Yin (2009, referred in Saunders et al., 2012, p. 163) acknowledges the 
existence of qualitative data that is rooted in academic theories, and argues that studies using 
qualitative data are eligible of adopting a deductive research approach. We agree with Yin 
(2009, referred in Saunders et al., 2012, p. 163), and thereby adopt a deductive research 
approach which is deemed to be most for our data interpretation. The collection of data will be 
done through interviews, using thematic analysis for interpretation. 

2.6 Research design 

Saunders et al. (2012, p. 161) explains the field of business research to be dominated by 
quantitative (numeric) and qualitative (non-numeric) design. According to Bryman & Bell 
(2011, p. 26), several aspects, such as ontological and epistemological positions, as well as how 
connect theory and research are connected, differ between these two research designs. 
Quantitative research is mainly associated with a deductive approach, wherein hypotheses 
rooted in academic literature and theories are tested (Saunders et al., 2012, p. 162). Bryman & 
Bell (2011, pp. 163-165) explain this particular type of research to contain distinct features such 
as generalizability and replicability. Research designs of this particular kind are according to 
Bryman & Bell (2015, p. 38) perceiving the social reality as something objective and external, 
corresponding to the ontological and epistemological positions of objectivism and positivism 
respectively. As previously stated, we see the phenomenon to be of social nature, which has to 
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be studied in a social manner, making a research design characterized by objectivism and 
numeric data to be suboptimal. Therefore, we have decided to neglect a quantitative research 
design, and instead adopt a qualitative, which is better linked to our philosophical positions and 
nature of the phenomenon itself. Furthermore, our purpose is not to test and validate current 
literature, but rather extend it to see if CSR can be a part of it. 
 
Qualitative research is in general related to an inductive research approach, with purpose to 
generate and build new theory (Bryman & Bell, 2011, p. 387; Saunders et al., 2012, p. 144). 
Focus in qualitative research is laid upon words and their meaning, rather than numerical 
methods which are adopted in social sciences (Saunders et al., 2012, p. 163). However, Bryan 
& Bell (2011, p. 27) do not fully agree with Saunders et al. (2012, p. 163), explaining that 
qualitative research can be undertaken in alternative ways. According to Yin (2009, referred in 
Saunders et al., 2012, p. 163), as previously mentioned, qualitative research can also be applied 
to a deductive research approach in cases where the study has its starting point in existing 
theory. Thus, we argue that our deductive research approach is appropriate for a qualitative 
research design. 
 
A research design which is qualitative perfectly aligns with the ontological and epistemological 
positions adopted, since such data is deeply rooted in social constructions. Thus, we argue that 
to best answer the research question we need to study this particular phenomenon from an inside 
point of view, implying that we, as researchers, need to be accustomed with both the 
phenomenon of startup financing itself, as well as the people performing such activities. 
Furthermore, due to the phenomenon’s complex nature, and in many cases context 
dependability, we argue that it needs to be investigated on a deep level, which can only be done 
qualitatively. Moreover, through a qualitative research design, wherein data is gathered through 
interviews, we are able to find connections in the social actors’ reasoning when investing in 
startups, which is not feasible in quantitative studies since the complexities have to be 
simplified (Creswell, 2014, p. 4). Thereby, we are able to gain both full insight, as well as a 
clear picture of the complexities, of the phenomenon of investments in startups, and how the 
willingness of business angels and venture capitalists to invest is affected by CSR-initiatives of 
the firm. Consequently, our reasoning is that this social phenomenon is best studied through a 
qualitative research design. 
 
According to Bryman & Bell (2011, p. 29), it is by several researchers argued that there are 
extensive differences between qualitative and quantitative research designs, implying that both 
are on the opposite extreme points on the spectrum. However, Bryman & Bell (2011, p. 29) 
proclaim these designs having the ability to complement each other through their different 
approaches, and thereby should not always be seen as two separate entities. Studies wherein 
techniques from both sides of the qualitative-quantitative spectrum are applied are, according 
to Bryman & Bell (2011, pp. 28-29), referred to as mixed-method studies. Creswell (2009, p. 
203) states that mixed method studies have become increasingly more popular, as it enables the 
utilization of strengths related to both qualitative and quantitative research designs. Creswell 
(2009, p. 203) subsequently pinpoints that problems associated to social science are usually too 
complex to address using solely qualitative or quantitative measures. Tashakkori & Teddlie 
(2010, p. 699) explain mixed method studies to offer more flexibility than the two other 
paradigms, and that such research adds extra value through better description, prediction and 
understanding of social phenomena. Venkatesh et al. (2013, p. 23) stress the fact that mixed-
method studies can, and should, adopt more than one worldview, which is in line with the 
pragmatist position. Furthermore, Venkatesh et al. (2013, p. 23) explain that the quantitative 
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methods should be used either concurrently or sequentially. Although we acknowledge the 
benefits related to mixed-method designs, we intend to only investigate the phenomenon 
qualitatively. Our reasoning is that the phenomenon itself is extremely hard to investigate using 
quantitative measures, as well as that we would have to adopt a different ontological and 
epistemological position, to be precise a pragmatism. It would, however, be interesting if future 
studies could complement the findings of this thesis by investigating both the pecking-order of 
Swedish startups and the typical characteristics of Swedish startups which have received capital 
injections quantitatively. To summarize, the research design of this study is qualitative, 
harvesting qualitative data through interviews with venture capitalists and business angels, 
which will be further discussed in chapter 4. 

2.7 Nature of the research design 

The nature of the research design can according to Saunders et al. (2009, p. 139) be descriptive, 
exploratory, or explanatory. Descriptive research is according to Saunders et al. (2012, p. 171) 
conducted when the researcher aims to accurately describe profile of persons, events or 
situations. When executing research of descriptive nature, it is imperative for the researcher to 
have a clear picture of the phenomenon which is to be portrayed, so a successful data collection 
can be undertaken (Saunders et al., 2012, p. 171). For this reason, we have conducted an 
extensive literature review, so that we possess enough information to depict the occurrence. In 
line with the last sentence, Johnson (1953, p. 245) states that “the researcher who is at home in 
the area being studied, who knows his data, and skillfully employs proper procedures in dealing 
with data, uses the method to advantage”. However, we argue to not be descriptive, since both 
the practical methods related to studies of such nature, and purpose it self do not align with 
what we intend to study. Instead, we want to investigate a rather unexplored aspect of the 
investment process and criteria of business angels and venture capitalists, which is how CSR-
activities can affect their willingness to invest in a startup. Therefore, we conclude that the 
study has to be of exploratory nature, which will be discussed next. 
 
Saunders et al. (2012, p. 171) explain studies of exploratory nature to either discover a 
phenomenon, or provide insight regarding an interesting topic through open questions. 
According to Stebbins (2001, p. 6), an exploratory approach should be adopted in cases wherein 
the researcher has little information about something. The main advantage of exploratory 
research is its flexibility and adaptability to change, and its ability to have a board focus initially 
which during the research process gradually gets narrowed down (Saunders et al., 2012, p. 171). 
In general, in line with our deductive approach, exploratory studies are initiated with a literature 
search. Thereafter, interviews of unstructured or semi-structured nature are conducted, using 
the theoretical framework as a corner stone and tool for analysis (Saunders et al., 2012, p 171). 
Since there are no prior studies investigating how CSR-activities within a startup affect the 
business angel or venture capitalist’s willingness to invest in a firm, we conclude that we know 
little about the phenomenon and thus need to explore it. For this purpose, exploratory research 
is optimal, thereof the research question of this study will be examined in an exploratory 
manner, where data is gathered qualitatively through interviews. 
 
According to Saunders et al. (2009, p.140), explanatory research is the definition used for 
describing the establishments of causal relationships between variables. The main point of 
explanatory studies is to study a situation in order to investigate and explain the relationships 
between variables. For example, an analysis of quantitative data on selling guitars shows a 
relationship between numbers of guitars sold and age of salesmen selling the guitars. In order 
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to get a more comprehensive understanding of the relationship, the researchers could subject 
the data to statistical tests such as correlation. In order to gain deeper understanding of the 
relationships, qualitative data might be collected in order to understand the reasons behind this. 
Since this study intends to explore qualitative data, there are no causal relationships to be 
examined, and thereby the study cannot be of explanatory nature. However, an explanatory 
study could probably be conducted in the future to find causality in the findings, and related 
phenomena, of this thesis. 

2.8 Summary of methodological positions 

Ontology Constructionism 
Epistemology Interpretivism 
Research paradigm Interpretive 
Research approach Deductive 
Research design Qualitative 
Nature of the research design Exploratory 

2.9 Literature search and source criticism 

Mahchi & McEvoy (2009, p. 4) explains the literature review to be a written argument that 
highlights the standpoint of the thesis by using credible findings in previous research in order 
to outline a case. Further Machi & McEvoy (2009, p. 4) defines a literature review as: “A 
literature review is a written document that presents a logically argued case founded on 
comprehensive understanding of the current state of knowledge about a topic of study. This 
case establishes a convincing thesis to answer the study’s question.” This definition is 
embraced in this thesis, and is seen as a guideline for the literature review, as it explains the 
fundamental aspects that should be focused upon. 
 
In line with the deductive research approach, the theoretical framework of this study is deeply 
rooted in academic literature and previous research within the chosen area of research. In order 
to fully grasp the topic, and to avoid biases, it is according to Patel & Davidson (2011, p. 69) 
important to include theories which both support and neglect the outlined arguments in the 
thesis. Machi & McEvoy (2009, p. 7) support the arguments of Patel & Davidsson (2011, p. 
69) and further elaborate by stating that the researcher must be aware of the fact that every 
person has value, beliefs opinions, biases, and experiences. These elements must be set aside 
in order to neither influence the scientist’s thoughts nor the research itself (Machi & McEvoy, 
2009, p. 7). Due to the risk of incorrect interpretation, secondary literature will only be used 
when it is inevitable. Ejvegård (2003, p. 63) stresses that the original meaning of an item might 
be lost if used in the wrong context. Gaining full insight of the topic while simultaneously 
avoiding biases is of high priority, thus an extensive literature review will be presented in the 
next section, including numerous of different perspectives and standpoints, before these are 
narrowed down into our chosen theories, i.e. Agency theory, business angels’ investment 
process, criteria and value added, venture capitalists’ investment process, criteria and value 
added, CSR (encompassing sustainability), and lastly social entrepreneurship.  
 
It is of utmost importance to critically examine the different sources used in the thesis to ensure 
their objectivity and validity. This is stressed because substandard sources can greatly impact 
the thesis’s quality negatively (Patel & Davidson, 2011, p 69). Thus, in order to avoid mishaps 
regarding the literature, every piece of information used has been critically examined in a 
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systematic manner. According to Bryman (2008, p. 85) systematic reviews reduces the risk of 
biases. More precise, a systematic review is defined as “a replicable, scientific and transparent 
process… that aims to minimize bias through exhaustive literature searches of published and 
unpublished studies and by providing an audit trail of the reviewer’s decisions, procedures and 
conclusions” (Bryman, 2008, p. 85). Thus, it implies that we as researchers consequently and 
thoroughly explain, argue, and analyze why certain aspects are included or neglected, and put 
them in the correct context for the research. Bryman (2008, p. 86) advocates systematic reviews 
to provide a more reliable foundation, as it includes higher comprehension than other 
approaches, which ultimately leads to higher transparency. 
 
In practice, a purpose and scope of the literature review must be defined before it is commenced. 
The scope is of particular importance, as it establishes the criteria of what studies which are to 
be included (Bryman, 2008, p. 86). The fundamental standard we have set on encompassed 
literature is that it has to be peer reviewed to ensure it is of high quality. To ensure the 
fulfillment of this condition, we have consistently used the databases offered by Umeå 
University Library and specified our searches to solely include peer-reviewed articles. This has 
deliberately been followed throughout the literature review except for in one case, the 
Söderblom & Samuelsson report. This report investigates relevant data in a Swedish setting, 
which is something we cannot find in the articles within the different databases. Furthermore, 
we have attempted to explicitly use articles which recently have been published. However, in 
some particular cases where the theory is well-established and has not been developed for long 
period of time, the criterion regarding the inclusion of contemporary studies has been bypassed. 
Thereafter, appropriate authors and noteworthy articles have been identified using different 
keywords while scrutinizing the databases previously mentioned (Bryman, 2008, p. 86; Machi 
& McEvoy, p. 48-40) Another tool which has been used when finding appropriate literature is 
the reference lists of articles found initially. Ejvegård (2003, p. 45) promotes such procedure to 
be a fruitful alternative way to discover relevant literature. In line with the criteria previously 
stipulated, the studies included through this method have been critically examined. Lastly, a 
synthesis of results will be presented, summarizing the key components in tables and models. 
This is important, as it increases the reader’s ability to understand the research, and thus 
increase transparency (Bryman, 2008, p. 86; Creswell 2009, p. 44). 
 
The keywords we used to find relevant theories mainly include the following: Entrepreneur, 
startup, Swedish startup, Agency theory, Corporate Social Responsibility, CSR, sustainability, 
social entrepreneurship, business angel, venture capitalist, investment, investment criteria, 
internal funding, external funding. 

2.10 Pre-understandings 

Researchers cannot understand how the world functions without pre-understandings, according 
to a general assumption within scientific philosophy (Gilje & Grimen, 2007, p. 179). Further, 
they claim that our own pre-understanding will lead to us understanding things differently, and 
to make sense of the world, pre-understanding is a necessary ingredient (Gilje & Grimen, 2007, 
p. 179). As we both have been studying business administration for five years, are heavily 
involved in the stock market and have an interest in CSR, it was obvious that we would 
investigate this particular phenomenon. Our pre-understandings of the subject will help us get 
a clear start, and hopefully guide us in the right direction. We interpret things differently 
depending on our personal experiences (Gilje & Grimen, 2007, p. 183), and these experiences 
are what affect our pre-understandings (Hartman, 2004, p. 414).  
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Since people have different backgrounds, the experiences will differ from person to person, 
which naturally will affect how one interprets any interactions with other people (Gilje & 
Grimen, 2007, p. 183). Pre-understandings might also be referred to as previous experiences, 
insights and knowledge that the researchers have about the phenomenon or organization that 
they are about to investigate further (Bryman & Bell, 2011, p. 414). Since we both are interested 
in CSR-activities and investment processes, and have studied similar subjects for five years 
time in the same city, we also have similar pre-understandings of the phenomenon we are about 
to investigate. However, as our personal history differs from each other, we could still have 
different views and perceptions of our topic. This is something that we have kept in mind and 
discussed continuously throughout the entire process, since we wanted to avoid a biased 
research and stay open-minded towards the topic. Our hope is that, since we come from 
different backgrounds before we started studying, we can contribute with two complementing 
- but different - perspectives.  

2.11 Choice of theories 

In order to be able to demonstrate how our research broadens previous work that has been done 
on the subject, and to help us put our study in a broader perspective, we have conducted a 
literature review (Saunders et al., 2011, p. 603).  We concur, and understand the importance of 
arguing for our choice of theories, their relevance to the subject and why they are important to 
answer our research questions.  
 
Since our subject is a rather unexplored one in our Swedish startup context, the literature review 
has not provided us with extensive or specific information about what theories that have been 
used before when investigating the phenomenon. The first theory we include is the agency 
theory, as it is applicable to every principal-agent scenario. Since the agency theory entails the 
factor of information asymmetry, it will be used to investigate whether the investors and 
startups have different agendas, and how these issues can be solved (Shapiro, 2005, p. 271). 
Since our pre-interpretation is that the startup sometimes has different motives than the investor, 
in terms of how to use the capital and when to sell the company for example, we want to 
investigate how these issues are solved and to what extent the information asymmetry exists in 
this kind of relationship. This theory will be applied in both the quantitative and qualitative part 
of the study, and our hope is to receive clear and direct answers about agency problems between 
investors and investees. Furthermore, we have chosen to investigate the investment process and 
criteria of business angels and venture capitalists. This theory will provide us with the tools to 
investigate how our respondents find the investment opportunities, as well as how they will 
continue their work within the startup in terms of further investments and post-investment 
practices. This connects to the agency theory (Shapiro, 2005, p. 271), since different motives 
of the two parties will result in asymmetry, which could have an impact on the investment 
process and further investments. It is also linked to the pecking-order theory, which we request 
to be studied in a Swedish context, since certain investors either disregard or undervalues the 
startup, forcing it to seek financing from different sources, for example commercial banks. 
Therefore, we argue that all our theories are connected to each other and will form a solid 
theoretical foundation that will help us answering our research questions.  
 
Finally, the agency theory and the investment process theory, encompassing all elements prior- 
to post-investment, will both be linked to the theory of corporate social responsibility, 
encompassing sustainability, and sustainable entrepreneurship, in order to investigate the 
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investors’ opinions of the subject. We intend to explore what impact CSR-activities have on 
the investment process and how it can affect the relationship between the two parties. If such 
activities have a positive effect on the willingness to invest in a startup, the investors might 
value the company higher, having implications on the pecking-order. We will depart from these 
theories, and gather data from the business angels and venture capitalists. By doing so, we argue 
that we will have an adequate, solid and reliable information platform that will be enough to 
answer our research question, and thus provide financially struggling startups with advice 
which can enhance their chances of becoming successful. 

2.12 Why Sweden? 

There are a number of reasons why we chose to focus only on Sweden. First and foremost, the 
time aspect makes it impossible to investigate the subject on a global scale. We will simple 
have too little time to establish contact with investors from other countries, and have them 
provide us with answers by interviewing them via Skype and telephone. Actually, our pre-
understanding about this issue is that investors belong to the category that is heavily occupied 
since they involve in many different projects simultaneously, and therefore can be hard to get 
hold of. Thus, we believe we will have to contact potential investors through two ways, directly 
by finding their contact information and with help from the incubator Uminova which we have 
established contact with in previous project. Furthermore, Sweden has an excellent system 
which enables us to see the different positions on company boards, giving us one additional 
way to find business angels and venture capitalists. Conclusively, a study with a global focus 
would be too extensive for our timeframe, and the quality would be affected negatively since 
we deem the scope to be too wide if we were to perform such a study.  
 
Second, connecting to what was previously said about the incubator’s role for our thesis; our 
hope is that they will supply us with investors who feel that they are contributing to the 
establishment and development of Swedish research within this particular field of research. We 
intend to interview at least one investor that is based and operates in Umeå, and our hope is that 
this person will feel more than happy about being interviewed, since his or her relation to Umeå 
University is stronger than someone who does not have any connection to the city. Thus, with 
the help of Uminova we hope to find relevant research subject which can provide us with fruitful 
information. However, that being said, we also intend to find investors to interviews from other 
geographical areas, for example from Stockholm. 
 
Third, the last reason we have decided to only focus on Sweden is because we are both amazed 
about the number of successful startups that Sweden has developed over the years, especially 
within the high-tech industry. The rapid development of the industry, combined with the fact 
that Sweden is one of the most eminent countries regarding innovation, increased our 
enthusiasm for the subject and made us wanting to investigate it further.  
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3. Theoretical framework 
The purpose of this chapter is to provide a summary of previous literature related to this 
study. First all aspects of the theoretical framework will be outlined and reviewed, so that 
they can be summarized into a theoretical model. We end the chapter by presenting our 
theoretical model, which as previously explained is qualitative.  

3.1 Agency theory 
The agency theory is widely adopted within social sciences, and is essentially used to explain 
principal-agent problems which can occur between different stakeholders, for example 
stockholders and managers. This theory has been included since information asymmetries are 
apparent in certain aspects of the investment process and such constellations. Eisenhardt 
(1989, p. 59) has through an extensive literature review depicted the below overview, which 
summarizes the key concepts of the Agency theory. 
 
3.1.1 The theory 
The foundation of the Agency theory originates from studies undertaken in the sixties and 
seventies regarding risk sharing between individuals (Eisenhardt, 1989, p. 58). A risk-sharing 
dilemma due to different risk preferences is noted in those studies. By incorporating agency 
problems, a phenomenon occurring when two collaborating parties have different motives, the 
Agency theory elaborates the previous risk-sharing studies (Eisenhardt, 1989, p. 58). More 
precisely, this particular theory reflects around agency relationships, which on a fundamental 
level implies the principal party to delegate work to the agent party (Jensen & Meckling, 1976 
p. 308). In the context of this study, the principals are the investors, and the agents the investee. 
Thus, the theory is concerning two dilemmas, first the conflicts related to differing self-interests 
and goals of the two parties. Furthermore, there is problems related to verification of the agent’s 
actions, which often is both difficult and expensive (Eisenhardt, 1989, p. 58). Second, due to 
different risk profiles, the two parties might prefer different actions, which Eisenhardt (1989, 
p. 58) explains as the problem of risk sharing. Sharma (1997, p. 759) argues that knowledge is 
of great importance in agency models, especially in the exchange of information between 
principals and agents. This, due to information asymmetries between the two parties, since the 
agent generally knows more about that business than the principal (Sharma, 1997, p. 759). As 
a consequence, situations in which agents exploit their superior knowledge to maximize self-
value can occur, which leads to reduced principal welfare (Sharma, 1997, p. 759). Eisenhardt 
(1989, pp. 62-63) finds information asymmetries to be more extensive in short-term principal-
agent relationships, and argues that outcome-based contracts are more attractive in such affairs. 
 
Jensen & Meckling (1976, p. 308) explain that principals can limit the differences with the 
agent by undertaking monitoring activities, which incur costs. Shapiro (2005, p. 271) takes a 
position in line with the previous authors. Differences between principals and agents are 
according to Shapiro (2005, p. 271) a result of information asymmetries. To diminish dilemmas 
which might occur as a result, the principal has to design and implement incentives so that the 
agent’s interests can be harmonized, and also conduct monitoring activities. In some situations, 
on the contrary, the agent has to commence bonding activities, to ensure that principal value is 
of highest priority (Jensen & Meckling, 1976, p. 308). Naturally, this also incurs costs. In order 
to find the total agency costs, Jensen & Meckling (1976, p. 308) add the reduced welfare of the 
principal, the residual loss, which agent divergence result in. Thus, agency costs can be 
summarized as the total expenditures of monitoring activities, bonding activities, and lost 
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welfare of the principal in monetary terms. Jensen & Meckling (1976, p. 308) advocate the 
impossibility of principal-agent relationships in which there are no agency costs. 
 
Eisenhardt (1989, p. 71) argues that the Agency theory’s relevance is maximized when difficult 
contracting problems are present, especially in firms characterized by innovation and 
technology. She derives three contexts related to these dilemmas, and summarizes them as: (a) 
substantial goal conflict between principals and agents, such that agent opportunism is likely 
(e.g., owners and managers, managers and professionals, suppliers and buyers); (b) sufficient 
outcome uncertainty to trigger the risk implications of the theory (e.g., new product innovation, 
young and small firms, recently deregulated industries); and (c) unprogrammed or team-
oriented jobs in which evaluation of behaviors is difficult (Eisenhardt, 1989, p. 71). All of these 
contexts, especially (a) and (b), correspond to the phenomenon this thesis intends to study, due 
to the conflicts which might occur between investors and startups/entrepreneurs. These include 
concepts such as different motives and self-interest, as well as the entrepreneur, for example, 
taking on excessive risks to maximize self-value while using the investor’s money. Moreover, 
novel firms are in nature very opaque, making evaluation of behavior extra difficult. Such 
behavior impacts both the pecking-order and the actions investors have to take in order to 
reduce information asymmetries.  
 

 
Table 1. Agency Theory Overview (Eisenhart, 1989, p. 59)  
 
3.1.2 Considerations regarding the Agency theory 
 
It becomes clear that agency problems are probable to occur in every principal-agent 
relationship, leading to agency costs through monitoring and lost welfare. This makes us reflect 
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upon whether investors take these costs into consideration. The investors’ thoughts and 
opinions regarding agency costs will be investigated through the interviews.  
 
Whether the length of the relationship affects the extent to which monitoring activities and 
similar measures are used is of importance, as investments are of different length. Eisenhardt 
(1989, pp. 62-63), as mentioned earlier, finds information asymmetries to be more extensive in 
short-term principal-agent relationships. In case outcome-based contracts are not used, this 
should imply the necessity to use more monitoring or bonding activities. Thereby, through the 
interviews, we intend to see how the timeframe of the investment affects agency costs in 
practice, and also examine if more preemptive measures are taken to mitigate agency problems 
in short-term investments. 

3.2 Business angels 

3.2.1 Business angels’ investment process 
There is a scarcity of literature regarding the investment process of business angels (Paul et al., 
2007, p. 108). However, through interviews with different business angel syndicates, Paul et al. 
(2007, p. 111) have outlined a framework to describe this particular process. The investment 
process is found to be sequential, following the model depicted by Paul et al. (2007, pp. 113-
114) below, however the nature of the deals is not smooth due to a number of factors that can 
stall the process. In short, investment process of business angels consists of five stages; 
familiarization, screening, bargaining, managing, and harvesting (Paul et al., 2007, p. 113). 
Each phase of the process will be outlined and discussed below. 

 
Figure 3. A model of the angel investment process (Paul et al., 2007, p. 114) 
 
Paul et al. (2007, p. 113) explains iteration, i.e. repetition where the results of one iteration is 
the foundation of the following one. The first three stages constitute the main iterative loop, 
wherein the opportunity is assessed in an iterative manner throughout the six activities these 
phases encompass. By adopting this process, the business angel gains the information and 
knowledge needed in order to understand and value the investment (Paul et al., 2007, pp. 113-
114). Paul et al. (2007, p. 114) put emphasis on the possibility for the business angel to take a 
step backward in the model, since factors such as new information might require the 
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reassessment of the opportunity. Throughout the process, the business angels generally use their 
networks to better evaluate the opportunity, or simply to find co-investors. Furthermore, the 
investment objectives, including both economical and personal goals, are of great important 
when deciding whether to invest or not (Paul et al., 2007, p. 114). We find the personal goals 
of particular interest, as it is closely related our research question regarding CSR. 
 
The familiarization stage encompasses to primary activities; learning about the opportunity and 
meeting the entrepreneur (Paul et al., 2007, p. 115). Paul et al. (2007, p. 115) find several ways 
for business angels to identify opportunities, for example through investment syndicates, 
business associates, business angel networks, and other institutions such as banks. By studying 
the business plan of the startup, the business angels can start assessing the business on different 
factors, such as industry sector and location (Paul et al., 2007, p. 115). The first contact between 
business angel and entrepreneur is generally made through phone so that an initial face-to-face 
meeting can be arranged. This meeting is according to Paul et al., (2007, p. 115) of particular 
importance, since the entrepreneur has to both himself and the business idea. Emphasis is 
however laid on the entrepreneur’s characteristics, and since business angels are wealthy 
individuals with little pressure to invest, they tend to both wait for the right person and 
opportunity (Paul et al., 2007, p. 115). 
 
The following phase is the screening stage, in which more structured assessments of the 
business opportunity are performed (Paul et al., 2007, p. 116). This includes activities such as 
deeper examination of available data, further meetings with the entrepreneur to confirm the first 
impressions and evaluate the business opportunity on a deeper level. Furthermore, the business 
angel usually uses his business networks to find background information and track record of 
the entrepreneur (Paul et al., 2007, p. 116). If the business angel is unfamiliar with the 
technology or industry, it is common that advice is sought from business associates, sometimes 
leading to joint investments in the startup (Paul et al., 2007, p. 116). One of the interviewees in 
Paul et al’s. (2007, p. 116) study summarizes this stage by stating: “looking at the market, 
talking to others (about the market), doing my homework …Once you have indicated that you 
are interested and that you might invest, you have got to spend time with them and look for 
opportunities where you could make a contribution”. Typically, the business angel finds 
different things to change within the business plan in this stage, especially when it comes to 
marketing and finance (Paul et al., 2007, p. 116). Interestingly, Paul et a. (2007, p. 116) find 
some interviewees to invest on emotional commitment to an investment proposal, which is 
described as a phenomenon in which the business angel “…would like to invest in the 
opportunity, albeit a number of outstanding concerns remained to be resolved”. Similar to the 
considerations regarding personal goals, this might imply that entrepreneurs can formulate 
business plans which affect the investor emotionally through CSR. Perhaps CSR in certain 
cases thus can outweigh the other flaws of the business plan, and facilitate the startup’s ability 
to gain financing. 
 
The bargaining stage constitutes the last part of the main iterative loop. According to Paul et al. 
(2007, p. 117), both due diligence and the final negotiations about equity value of the financing 
are completed in this stage. Naturally, the key issue of this stage is how much equity the 
business angels are to receive for different levels of investment. This is often a complicated 
bargaining process, since business of the investee generally is in a very early phase, thereof 
little value is to be found for the business angel (Paul et al., 2007, p. 117). However, in certain 
cases the entrepreneur has established and developed its business, making it feasible for 
projections regarding timeframe of investment and yield. Still, even in such cases the bargaining 
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process is complicated, and ultimately the business angels often follow their intuition when 
valuing equity and making investments (Paul et al., 2007, p. 117). Due to the complexity during 
deal structuring, in combination with the risk and reward issues, reaching an agreement, and 
thus reaching the next stage, is in many cases extremely difficult (Paul et al., 2007, p. 117).  
 
After an investment has been made, the business angel reaches the managing stage, wherein an 
active role is taken in the startup (Paul et al., 2007, p. 117). The exact roles which business 
angels take post investment is outlined in the section regarding value-added roles (section 
3.3.3). Paul et al. (2007, p. 118) advocate the importance of time for business angels, since the 
scarcity of time is just as important as the limited financial resources they possess. Thereby, 
these two resources limit the number of investments a business angel can make. 
 
The final part of the investment process is the harvesting stage in which the investment is 
realized. Paul et al. (2007, p. 118) find just like Söderblom &Samuelsson (2014, p. 26) that 
business angels generally exit by selling their investment by selling their stock to a third party, 
or keep their shares to gain dividend streams. Timeframe is not a key concern, and is elastic, 
however in general it takes longer for business angels to exit (Paul et al., 2007, p. 118; 
Söderblom & Samuelsson, 2014, p. 26). 
 
3.2.2 Business angels’ investment decision 
Maxwell et al. (2011, p. 215) has through an extensive review of previous works regarding 
business angels summarized different investment decision making criteria of these particular 
investors. These criteria can be summarized in five different categories, namely product, 
market, entrepreneur, financial, investment (Maxwell et al., 2011, p. 215). These have been 
further developed into eight critical factors (see table 2) (Maxwell et al., 2011, p. 217), which 
we intend to use when discussing different investment criteria with business angels. 
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Table 2. Critical investment criteria (Maxwell et al., 2011, p. 217) 
 
The first three factors in the tables are product related, in which product attractiveness to 
potential customers, different risks related to the product, whether the product is in the market 
or is close becoming commercialized, and lastly how it is protected against competition 
(Maxwell et al., 2011, p. 217). The following three factors are concerning the market, consisting 
of customer engagement which is a measurement of customer inclusion in the product 
development, the supply chain, business model, as well as market dynamics (Maxwell et al., 
2011, p. 217). It also includes what many business angels see as the most vital criterion; the 
existence of a large market (Maxwell et al., 2011, p. 218). In early stages, it is identified that 
the entrepreneur himself, and sometimes also the whole team within the startup are of crucial 
importance for business angels (Maxwell et al., 2011, p. 218). The last factor in the model 
contains financial concerns of the startup, such as profitability, anticipated cash flows and the 
projected growth of the firm. Accurate projections by the entrepreneur signals great knowledge 
of the market, whilst good cash management plans enhance the entrepreneur’s reliability 
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(Maxwell et al., 2011, p. 218). In the context of this study, we intend to see whether engagement 
corporate social responsibility, including both social and environmental aspects, can be a ninth 
critical factor for business angels. We believe business angels can see value in CSR activities 
in cases where they invest on moral grounds, or if there are clear benefits (benefits of CSR are 
discussed in section 3.5) which can be directly linked to these particular undertakings.  
 
3.2.3 Value added roles 
As previously discussed in the section regarding the business angel investment process, certain 
value-added roles are taken post investment. We believe it is important to address these 
different roles, since they can be a determinant why startups pursue financing through business 
angels.  
 
Söderblom & Samuelsson (2014, p. 26) find business angels to often invest in newly formed 
companies which are characterized by high levels of uncertainty. Formal venture capitalists 
generally avoid investments in such firms. Söderblom & Samuelsson (2014, p. 26) believe this 
difference in investment preferences is due to business angels pledge a relatively smaller share 
of their total wealth to direct investments in companies of this particular type. Avdeitchikova 
(2008, p. 56) suggests that business angels have lower transaction cost than formal venture 
capitalists, and explains it to be the reason for the differing preferences. According to Shane & 
Heights (2011, p. 41) angel investors are less stringent than other financiers when it comes to 
the different financial instruments used, i.e. whether debt or equity is issued. Shane & Heights 
(2011, p. 41) further state that the investments can range from consisting of solely debt to purely 
equity. Riding (2008, p. 365) identifies economic factors to be the key drivers for business 
angels to invest in unquoted companies, with purpose to exit by selling stock to third parties. 
Söderblom & Samuelsson (2014, p. 26) mention business angels to have a different timeframe 
than formal venture capitalists, and thus put less emphasis on the investment’s duration. This 
leads to business angels in certain cases preferring dividend streams over an exit of the 
investment (Söderblom & Samuelsson, 2014, p. 26). Söderblom & Samuelsson (2014, p. 26) 
find business angels to occasionally have non-economic motives when investing, for example 
moral grounds. We find this uncovering of particular importance, as it might imply that business 
angels can invest in CSR-heavy startups on moral grounds, with less focus than usual on the 
economic aspects. 
 
Politis (2008, p. 127) mention it to be of general consensus that business angels are of great 
importance for the development and growth of startups. Apart from the capital injections, 
business angels add value through their business experience, competences and personal 
networks (Politis 2008, p. 127). Politis (2008, p. 132) has through an extensive literature review 
created a model consisting of four different value adding roles which a business angel can take; 
sounding board/strategic role, supervision and monitoring role, resource acquisition role, and 
mentoring role. 
 
Politis (2008, p. 132) finds the most common value adding role business angels undertake to be 
acting as a sound board, with main purpose of providing advice regarding different aspects of 
the business, based on the business angel’s experience and expertise. For example, business 
angels can assist the formulation of business strategy, provide feedback and criticism on ideas, 
increase the firm’s management resources, and recommend how and when firm created value 
should be realized (Politis, 2008, p. 132). Mason & Harrison (1996, referred in Politis 2008, p. 
132) identify business angels to introduce entrepreneurial drive and entrepreneurial values in 
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the organizations they are involved in, which can be derived to their experience with startup 
ventures. 
 
Business angels also often add value by involving themselves in supervisory and monitoring 
activities (Politis, 2008, p. 135). This particular role is regarding the protection of investments 
originated from the primary resource providers of the firm, both equity holders and debt holders 
(Markman et al., 2001, pp. 269-270). This is necessary since managers in the firm receiving the 
capital injection might have ulterior motives, and strive to reach goals which do not maximize 
shareholder value. According to the agency theory, these principal-agent problems lead to 
agency costs due to information asymmetry, which ultimately decreases the wealth of 
stockholders (Shapiro, 2005, pp. 269-270). It thus becomes apparent that business angels are 
eager to perform these particular type of activities, as they mitigate agency costs through 
increased transparency of the organization. The monitoring and supervision activities are 
generally executed through the establishment of proper accounting systems, and the entry into 
the board of directors of the investee firm, increasing the chances of survivability and success 
of the business (Politis, 2008, p. 135). 
 
The resource acquisition role of business angels includes the exploitation of their personal 
networks in order to acquire different resources when needed (Politis, 2008, p. 135). Politis 
(2008, p. 135) further clarify this particular role by including activities such as meeting and 
negotiating with different investors, establish and provision of essential business contacts, as 
well as finding sources which can externally invest and thus assist financing the business. 
Sørheim & Landström (2003, pp. 365-366) pronounce the networking activities being of 
particular importance in the early stages of the firm, especially the startup stage, as it widens 
the network of the firm, which connects it to different important stakeholders. Harvey & Evans 
(1995, p. 340) agree with Sørheim & Landström (2003, pp. 365-366) and complement their 
findings by focusing on the increased information the network can provide, which in some cases 
leads to the unveiling of unexpected opportunities and increased ability to act proactively on 
changing market settings. 
 
The last value adding role Politis (2008, p. 136) identifies is the mentoring role of business 
angels, which concerns the developmental relationship between the business angel and 
entrepreneur. Essentially this role concerns supporting the entrepreneur so that better business 
decisions can be taken (Politis, 2008, p. 136). Child & Rodrigues (2003, 356) advocate the main 
purpose of mentoring activities is to build mutual trust between the entrepreneur and business 
angel. This leads to better performance due to lower transaction costs and promotes 
commitment as well as collective learning (Child & Rodrigues, 2003, p. 356). We believe this 
role to potentially reduce the agency costs, as the mutual trust reduces the need for monitoring 
activities.  

3.3 Venture capitalists  

The investments of venture capitalists are in many cases illiquid (the state of a security or other 
asset that cannot easily be sold or exchanged for cash without a substantial loss in value. 
Illiquid assets also cannot be sold quickly because of lack of ready investors or speculators to 
purchase of asset), since the businesses that receive capital are seldom rated on the stock market 
due to the fact that they are too young. This is also the reason why most investments are long-
term; it will take several years before the capitalist’s investment is redeemed. Therefore, the 
capitalists often have an interest in monitoring the invested company, since the equity 



32 
 

investment cannot be sold on the secondary market until much later (Randjelovic, 2001, 
p.16).                   
 
According to Tyebjee & Bruno (1984, p.1051), when investing in small and entrepreneurial 
firms, there is a five step-activity that is central during the process; 
Deal origination, Screening, Evaluation, Structure, Post-investment activities (sometimes Exit 
is also added). These can be summarized in figure 4 below. 

 
Figure 4. VC investment process (Depicted by the authors) 
 
Deal orientation involves how venture capitalists become aware of investment opportunities. 
Since the startups that are spotted as potential investment objects often have scarce financial 
history and operates in an environment that is poorly defined, finding interesting investment 
opportunities is hard. It usually involves matchmaking between intermediaries’, venture 
capitalists’ and the startups (Tyebjee & Bruno, 1984, p.1052). Findings in Fried & Hisrich’s 
(1994, pp. 31-32) suggest that venture capitalists also can become aware of investment 
opportunities via referrals, such as commercial or investment bankers, consultants or family 
and friends. The researchers claim that the reason that referrals are preferable for a venture 
capitalist, and more likely to lead to an actual investment, simply is because the referrer has an 
understanding of what type of investment that the venture capitalist might find interesting (Fried 
& Hisrich, 1994, p. 32). 
 
However, according to Kollman & Kuckertz (2010, p. 742), it is of big importance for the 
venture capitalist to include the entrepreneur’s characteristics and the entrepreneurial team into 
the investment decision. These factors, along with the experience and personality of the 
entrepreneur, compose the majority of the most important investment criteria for the venture 
capitalist to base the investment decision upon (MacMillan et al., 1985, p. 119). Further, other 
sources that serves as detectors to investment opportunities for venture capitalists are, according 
to Tyebjee & Bruno (1984, p.1055); 
 

o   Unsolicited calls, which often involves sending the venture capitalist a business plan. 
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o   Referral process, where a substantial part of the referrals comes from personal acquaintances, 

prior investees and the venture capital community, and a small part of the referrals comes from 
banks and investment brokers.                  

 
o   Active search by the venture capitalist, where active search for potential investment 

opportunities is carried through by the capitalist himself. 
 

Screening the investment opportunity is a vital part of the process, and according to Tyebjee & 
Bruno (1984, pp.1056-1057), there are four criteria that the screening is based upon; “the size 
of the investment and the investment policy of the venture fund, the technology and market 
sector of the venture, geographic location of the venture and stage of financing”. 
 
Evaluation is a part of the process that involves a careful assessment whether the return of the 
potential investment is worth the risk, and entails the following characteristics: Market 
Attractiveness, Product Differentiation, Managerial Capabilities, Environmental Threat 
Resistance and Cash-Out Potential (Tyebjee & Bruno, 1984, p.1059). Naturally, these 
characteristics are used by the venture capitalist to gain deeper understanding whether the 
potential investment will bear fruit or not. According to findings in a study by Fried & Hisrich 
(1994, p. 33), the venture capitalist may also engage in other activities in order to evaluate the 
investment opportunity. Fried & Hisrich (1994, p. 33), conducted a survey where they asked 
venture capitalists “Prior to funding an investment as lead investor, how often do you engage 
in the following activities?”. For example, the venture capitalists answered that they would 
interview the management team of the startup and demand a tour of the facilities of the potential 
portfolio company 100 % of the times. Moreover, they answered that they would contact 
outside investors and contact former business associates of the entrepreneur almost equally 
often, 96 % of the times. Only in one third of the cases, they would secure a formal market 
research study. Further, in 86 % of the times, the venture capitalists would have informal 
conversations with experts on the product (Fried & Hisrich, 1994, p. 33), which from our 
perspective, could imply that they seek advice on whether the sustainable activities of the 
startup are necessary or successful. 
 
Structuring the deal is a vital part of the process that takes form once the venture capitalist has 
decided to move on with the investment, but only if the entrepreneur and the venture capitalist 
can structure a deal that is beneficial for both parties. For the latter one, this agreement is 
important since it establishes how much equity the entrepreneur will give up in exchange for 
the capital, and secondly, it forms protective boundaries that limit capital expenditures and 
management salaries (Tyebjee & Bruno, 1984, p. 1053). 
 
Post-investment activities involve helping orchestrating acquisitions or public offerings. As 
stated earlier, the venture capitalists and the entrepreneurs often form strong bonds, where the 
venture capitalist takes on the role as collaborator that should counsel the entrepreneur in 
difficult situations. Value creation is vital to both sides, and by serving on the board the venture 
capitalists can monitor and involve in developing the strategy of the firm, in order to improve 
the overall performance (Gabrielsson & Huse, 2002, p. 126). However, no matter how strong 
and intense the bonds between the parties are, the venture capitalist might feel obliged to replace 
the management of the firm, in case of financial or managerial crisis (Tyebjee & Bruno, 1984, 
p. 1054).               
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These steps describe the investment-process well, but even though the venture capitalist might 
go through all these steps, there is always a risk of failure. According to Zacharakis & Shepherd 
(2001, p. 325), the most common reason behind investment failure is overconfidence. They also 
claim that the risk of overconfidence is higher when the venture capitalist is (1) unfamiliar with 
the cues (tasks), (2) when being exposed to failure predictions rather than success predictions 
and (3) for moderate performance predictions rather than success and failure predictions 
(Zacharakis & Shepherd, 2001, p.325). Moreover, they claim that when venture capitalists are 
being forced out of their comfort zone, for example when exposed to unfamiliar tasks, they 
need to process the information differently and deviate from their intuitive style (Zacharakis & 
Shepherd, 2001, p.325). 
 
In terms of startups, there is little information regarding accounting information, which is a 
crucial element of the valuation technique venture capitalists use when making assumptions. 
Hence, the capitalist’s valuation of a start-up remains somewhat of a guess. According to 
Miloud et al. (2012, pp. 154-155), the two most important factors when valuing a startup is 
product differentiation, which relates to firm performance, and industry growth, which relates 
to industry profitability. 

3.4 Corporate social responsibility 

It was in section 1.4.6 explained that CSR generally is investigated through the triple bottom 
line framework, consisting of an economic, social, and environmental dimension. This section 
will further explore the TPL, since it is an important construct of this study. Due to both the 
scarcity of studies regarding CSR in a startup context, and the ambiguous conclusions these 
studies have drawn (Retolaza et al., 2009, p. 325), we have widened our scope to include 
articles investigating larger organizations. We find this necessary so that we can include all 
relevant aspects of CSR in the context of this study. 
 
Carroll (1991, p. 40), one of the most prevalent researchers in CSR, explains that business 
organizations fundamentally are created as economic entities with purpose to provide services 
and goods to the public, i.e. customers. Carroll (1991, pp. 40-41) elaborates by advocating that 
historically the economic dimension, which considers profit and stockholder maximization, 
have been the primary incentives for entrepreneurship. However, over time it has become 
increasingly important providing value to different kinds of stakeholders, for example 
employees and the local community, making CSR a vital issue for contemporary companies 
(Carroll, 1991, p. 39). Nevertheless, Carroll (1991, p. 41) still advocates the economic 
dimension of the firm to be the most important one, since all other responsibilities are reliant 
on that particular factor. Thus, in order for a firm to have a proper CSR policy, it needs to be 
set economically (Carroll, 1991, p. 41). Thereby, in order to measure how CSR affects an 
investor’s willingness to invest in a startup, we need to measure CSR from both an 
economically strong and weak perspective, to see the difference in preference. 
 
Adopting CSR in an organization can, according to several studies, enhance a firm’s 
performance in different ways, especially through sustainability-oriented innovation 
(hereinafter referred to as SOI). According to Carrol (1999, p. 268-269), the benefits of 
sustainability in an innovation context has since the 1990s attained wide attention. This has 
later evolved to its current form of SOI, serving as a source of strategic change through the 
integration of ecological factors into the innovation process, with emphasis on the TPL 
dimensions. Klewitz & Hansen (2014, p. 57) defines SOI as “a ‘direction’, which to follow 
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requires the deliberate management of economic, social, and ecological aspects so that they 
become integrated into the design of new products, processes, and organizational structures”. 
Maletič et al., (2015, p. 12) find empirical evidence supporting that organizational performance 
can be enhanced through the employment of sustainability-oriented practices, and also identify 
a positive link between environmental innovation and a firm’s creation of competitive 
advantages. Rieu (2014, p. 2) pinpoints the importance of innovation by explaining it as a 
versatile tool which can increase and sustain competitiveness of a firm. Furthermore, it has the 
ability to create new emerging industries (Rieu, 2014, p. 2). Lastly, Nidomolu et al. (2009, p. 
58) advocate the ability of sustainability to drive both technological and organizational 
innovation, increasing the company’s returns. 
 
According to Klewitz & Hansen (2014, p. 59), there are two types of SOIs, radical- and 
incremental innovations. The former concerns innovations which have the potential to 
radically change a business sector’s sustainable development, while the latter are the 
improvement of current products, processes, or organizational structures on a continuous 
basis (Klewitz & Hansen, 2014, p. 59). Löfqvist (2010, p. 407) stresses the fact that radical 
innovations are a lot riskier compared to incremental innovations. The nature of the SOI is 
something we believe can be of importance, since radical and incremental innovations imply 
different levels of risk, and might affect the willingness to invest depending on how risk 
averse the investor is. However, since this in general might be true for all types of 
innovations, not solely SOIs, we will not look further into the nature of the innovation. 
 
3.4.1 Social dimension 
The social dimension includes, in Carroll’s (1991, p. 42) study, three responsibilities, namely 
legal, ethical, and philanthropic. In essence, the legal responsibilities are that the company 
complies with the laws and regulations declared by different governmental entities (Carroll, 
1991, pp. 40-41). Carroll (1991, p. 41) explain that the legal responsibilities coexists with the 
economic dimensions as a fundamental component in the contemporary enterprise system. We 
assume Swedish startups to generally follow the legal responsibilities, and will thereby not look 
further into it. Thus we see this aspect of CSR as unimportant for this study. 
 
Apart from following the formal legal responsibilities, Carroll (1991, p. 41) advocates the firm 
to also have ethical responsibilities which are of an informal nature. These responsibilities 
encompass all stakeholders, and contain standards, norms, or expectations regarding what is 
fair or just Carroll (1991, p. 41). More concrete, this involves considerations such as civil rights 
and consumer rights, which has in some cases later turned into legislation. Carroll (1991, p. 41) 
explains the previous sentence by stating: “…ethical responsibilities may be seen as embracing 
newly emerging values and norms society expects business to meet, even though such values 
and norms may reflect a higher standard of performance than that currently required by law.” 
Gonzalez-Padron (2016, p. 22) find ethical issues in global supply chains to include unsafe 
work environments, human rights violations, harmful environmental output, and poor product 
quality or output. In the context of this study, it would imply the startup to undertake activities 
which might not necessary by law, but instead from a moral perspective. The clearest example 
of such actions would be environmental efforts, which we in this thesis have addressed as a 
separate element. 
 
Several studies show that a commitment to business ethics has positive effect on firm 
performance. Vig & Dumicic (2016, p. 177) find involvement in business ethics to positively 
influence the nonfinancial performance of a firm. Furthermore, applying tools which motivate 
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and reward ethical behavior, and also distinct responses to unethical behavior has effects on 
clients’ satisfaction, human resource management, innovativeness, and efficiency of business 
processes (Vig & Dumicic, 2016, p. 177). Verschoor (1999, p. 412) also finds nonfinancial 
value derived from ethics by investigating firm reputation. The average reputation of a company 
with an explicit ethics commitment is significantly higher than respective firms without. 
Berrone et al. (2007, p. 48) draw similar inferences, and find a positive connection between 
financial performance and ethics. Verschoor (1999, pp. 410-411) finds that companies which 
are publicly committed to follow an ethical code as an internal control strategy generally 
perform better than firms which do not in terms of market value added. Furthermore, Verschoor 
(1999, p. 411) find the financial performance of ethically committed firms to be significantly 
higher than those with no ethics emphasis. Due to the documented positive effects derived from 
ethical commitments of firms, we see it imperative to include in the study. It is an essential part 
of the social dimension, and will be investigated in isolation from environmental efforts. 
 
The final social responsibility is the philanthropic, which according to Carroll (1991, p. 42) 
includes the active engagement in programs or acts with purpose to foster human welfare or 
goodwill. Carroll (1991, p. 42) exemplifies philanthropic actions to include “business 
contributions of financial resources or executive time, such as contributions to the arts, 
education, or the community.” The communities have a clear desire for firms to contribute 
money, facilities and employee time to humanitarian activities, however they do not expect the 
companies to supply them with these societal welfare endeavors (Carrol, 1991, p. 42). Carroll 
(1991, p. 42) explains the fundamental difference between philanthropic and ethical 
responsibility to be that the former, from an ethical or moral standpoint, is not expected and 
undertaken on a voluntary basis. Carroll (1991, p. 42) argues that philanthropy is highly valued 
and desired, simultaneously stating it to be the least important category of social responsibility, 
metaphorically illustrating it as “the icing on the cake”.  
 
There is a scarcity in studies regarding how the engagement in philanthropic activities affect 
firm performance. Porter & Kramer (2002, p. 1) argue that contemporary firms are increasingly 
using philanthropy as a tool for public relations or advertising in order to promote the image or 
brand of the company. However, these philanthropic programs generally lack focus and have 
diffuse objectives, and have little to no effect on business performance (Porter & Kramer, 2002, 
p. 2). Nonetheless, Porter & Kramer (2002, p. 2) mention that charitable efforts can be used by 
corporations to improve their competitive context, explained as “the quality of the business 
environment in the location or locations where they operate.” Improving the business context 
often requires extensive resources, due to the magnitude of such projects (Porter & Kramer, 
2002, pp. 2-3). Due to the costliness of context-focused philanthropy, we believe startups are 
not able to pursue such activities. Thereby, the potential of philanthropic activities is very 
limited in a startup context, and will be excluded when investigating the social dimension of 
CSR.  
 
3.4.2 Environmental dimension 
The environmental efforts in private companies have since the 1990s shifted from being mainly 
driven by compliance towards governmental rules and regulation to internal strategy (Zobel, 
2016, p. 587). Wagner & Schaltegger (2003, p. 8) argue that environmental performance is a 
potential source for competitive advantages, as it can improve different aspects of the firm, such 
as productivity, process efficiency, open up new market opportunities, and lastly lower 
compliance costs with regards to environmental regulations and policies. Thereby, 
environmental and sustainability issues are increasing in importance in a strategy context, 
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which has led to the development of methods and tools to systematically improve 
environmental performance (Zobel, 2016, p. 587).  Zobel (2016, p. 587) finds the most common 
tool which firms implement to be an Environmental Management System (henceforth referred 
as EMS), with purpose to both develop more environmentally efficient processes and enhance 
competitiveness (Zobel, 2016, p. 587). To be exact, Zobel (2016, p. 587) explains that an EMS 
consists of a number of management processes and procedures which enables the firm to 
analyze, control, and reduce environmental impact of both services and operations, resulting in 
cost savings, improved efficiency, oversight, and ability to streamline regulatory compliance. 
Klewitz & Hansen (2014, p. 58) label the implementation of an EMS as an organization 
innovation, wherein firm activities have to be harmonized to address the requirements of the 
more formalized management system. The by far most common EMS is ISO14001, however, 
many firms also choose to adopt the EU Eco-Management and Audit Scheme (EMAS), which 
share many similarities with ISO14001 (Zobel, 2016, p. 588). Singh et al. (2015, p. 297) find, 
in a study regarding ISO14001 in Indian SMEs, three different factors affecting environmental 
performance through waste minimization, namely ISO14001 certification, nature of the 
business, and number of environmental options. By investigating the intra-firm activities 
through an EMS lens, it becomes apparent that these positively impact different dimensions of 
a firm’s performance. Thus, we recognize the importance of including intra-firm activities when 
investigating how the environmental dimension of CSR affects a business angel or venture 
capitalist’s willingness to invest in a firm. This would shed light on whether investors see any 
value in these activities, or if emphasis should be put on something else. 
 
Lee & Min (2015, p. 540) find green R&D investments of a firm to reduces its carbon footprint, 
and also increases the value of a company. Lee & Min (2015, p. 540) elaborates by explaining 
that the firms through green R&D accumulate valuable capabilities and resources which make 
contributions for competitive advantages, and thereby enhances firm performance. Lee & Min 
(2015, p. 541) mention however, that the findings might differ between industries. Amores-
Salvadó et al. (2014, p. 363) draw similar inferences, and find firm commitment towards 
environmental product innovations to have a positive effect on firm performance. Furthermore, 
Amores-Salvadó et al. (2014, pp. 362-363) find statistical significance that green image has a 
positive effect on firm performance, and argue the overall results of their study to indicate that 
“improved legitimacy through external expressions of environmental commitment can lead to 
better financial results”. In order to reap the benefits of green innovation and green image, 
Amores-Salvadó et al. (2014, p. 363) argue that firms with proactive environmental strategies 
need to put extra efforts in the communication towards their stakeholders. It must be done so 
that the stakeholders are aware of both the internal and external dimensions of the company’s 
environmental management (Amores-Salvadó, 2014, p. 363). We identify similarities with the 
agency theory here, since this implies that the startup has to reduce its opaqueness to benefit 
from environmental efforts. From the above information we find green R&D investments, green 
image, and communication of environmental strategies towards stakeholders to be important 
considerations for eco-friendly firms, due to the identified positive impact these can have on 
firm performance. Thereby, we intend to address these factors in the interviews, since we 
believe these elements can be determinants of whether environmental efforts have any effect 
on an investor’s decision to financially back a startup. 
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3.5 Sustainable entrepreneurship 

It is hard to neglect the entrepreneur’s role in the adoption of the CSR-processes within startups. 
The actual definition of the phenomenon of sustainable entrepreneurship embraced in this 
thesis, as previously mentioned in section 1.4.7, is “entrepreneurial activities that contribute 
positively to sustainable development and the objectives derived from it” (Bocken, 2015, p. 
649). Keijzers (2002, p. 349) simplifies the explanation by explaining that sustainable 
entrepreneurship actually are companies that are shifting from just implementing a few green 
strategies, to becoming fully-fledged sustainable entrepreneurs, with truly green values in every 
part of the process. Further, findings in Craals & Vereeck’s (2005, p. 182) study, suggest that 
it is vital that the small companies that strive towards becoming sustainable entrepreneurs invest 
both effort and time, and choose a strategy that is in line with their needs and coherent with 
their style. The root to sustainable entrepreneurship lies embedded in well-functioning 
interaction between culture and structure, in order to spur sustainable entrepreneurial behavior 
(Russel, 1999. P. 73). Craal & Vereeck (2005, p. 174) stress the importance for companies to 
understand what positive impact sustainable activities have on their image and financial 
performance, since customers and the general public are more or less demanding the companies 
to be involved in such activities nowadays. 
 
The TPL framework is a central part in sustainable entrepreneurship, according to Belz & 
Binder (2015, n.p.), but according to their findings, the three dimensions of the model should 
not be integrated simultaneously, but successively. Najmaei (2015, p. 259) involves the 
business model as a tool for changing opportunities into environmental and social gains, and 
thereby become sustainable entrepreneurs. Further, they argue that there are two different paths 
for an entrepreneur to take in order to successfully find and siege sustainable entrepreneurship. 
The first path involves engaging into markets that are socially and environmentally unstable, 
and solving these issues by forming a business model that is appropriate for that market and 
that will benefit the firm economically. Further, in order to manage this, Najmaei (2015, p. 259) 
suggests that small adjustments in the business model need to be made in order for it to fit the 
specific market. However, one must not forget that it is hard to make the sustainable changes 
transform into products or services that contribute to customer value, according to findings in 
Keskin et al.’s (2013, p. 51) study. By fine-tuning the model and having engaged venture 
capitalists that are looking to increase financials and extend their portfolio, sustainable 
entrepreneurship could eventually lead to business partnerships with other entrepreneurs 
(Craals & Vereeck, 2005, p. 177). Moreover, entrepreneurs and firms in Najmaei’s (2015, p. 
263) study support this by stating that small adjustments of the business model improve the 
overall quality, which often leads to investment opportunities for themselves and for others. 
The findings also suggest that finding appropriate methods that fit their own processes, and that 
will help them become sustainable entrepreneurs, will attract new investors. 
 
The second path involves completely renewing or reinventing the business model, in order for 
the entrepreneurs to siege sustainable opportunities (Najmaei, 2015, p. 263). He further states 
that this is a more commonly used approach for entrepreneurs and firms that, to a larger extent, 
are looking to the economic gains rather than the social and environmental ones. However, 
Craals & Vereeck (2005, p. 180) pinpoints that renewing or reinventing the business model 
might entail complications and difficulties if the strategy, the goals and the holistic approach of 
the renewal process is not well defined. Further, findings in a study by Keskin et al. (2013, p. 
58) also suggest that it is of great importance to align the sustainability goals with customer 
benefits. However, strategy is not the most important ingredient when looking to become 
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sustainable entrepreneurs, ensuring that the environment motivates and reinforces sustainable 
behavior is more important, according to Russel (1999, p. 70).  
Najmaei (2015, p. 263) further argues that implementing a business model 
adjustment, renewing the business model or reinventing it in order to meet changing social and 
environmental demand and gain profits, calls for flexibility. However, if the tool is used 
properly and sustainable entrepreneurship permeates all parts of the operations process, it will 
result in an improved image, superior insight into market preferences and less impact from 
changes in legislation (Craals & Vereeck, 2015, p. 177). By investigating what CSR-practices 
the venture capitalists find interesting and how they believe the startup can work in order to 
improve those activities, we intend to get a solid information platform that will help us 
answering our research questions. The interviews are a great tool to finding out whether 
developing or reinventing the business model in order to grasp sustainable opportunities and 
reach out to new markets, will attract new investors and perhaps lead to new co-operations, or 
not. This includes both an R&D perspective (developing the business model), and financial 
improvement (attracting new investors), both important pillars that were discussed in the 
background, and things that we aim to investigate more closely by conducting the interviews. 
3.6 Theoretical model for the qualitative study of investments in Swedish 
startups 
After choosing the least risky source of financing, in line with Myers (1993, pp. 5-6), which we 
here assume is through external capital originated from business angels and venture capitalists, 
the investment process initiates. As could be seen, this process goes through a few quite distinct 
steps, both regarding business angels and venture capitalists (Paul et al., 2007, p. 114; Tyebjee 
& Bruno 1984, p.1051). What we are interested in are the different criteria which have to be 
fulfilled in order for the investor to invest. These include aspects related to the product, market, 
entrepreneurial team, financial model, cash-out potential, as well as some other elements 
(Maxwell et al., 2011, p. 217; Tyebjee & Bruno, 1984, p. 1059). However, none of these authors 
have identified environmental or social activities to be part of the investment criteria, even 
though several dimensions of the firm can be enhanced by undertaking such actions. For 
example, incorporation of sustainability can enhance innovativeness (Maletič et al., 2015, p. 
12). Furthermore, being stringent when it comes to business ethics can enhance non-financial 
performance and increase the reputation of a firm (Vig & Dumicic, 2016, p. 177). Verschoor 
(1999, pp. 410-411) and Berrone et al. (2007, p. 48) even argue that being ethical improves 
financial performance. Philanthropy, on the other hand, is suspected to have very limited, if 
any, impact on firm performance. Consequently, being environmental has similar effects, and 
can create competitive advantages through several means, including enhanced productivity, 
process efficiency, open up new market opportunities, and lastly lower compliance costs with 
regards to environmental regulations and policies (Wagner & Schaltegger 2003, p. 8). Thereby, 
sustainable entrepreneurship, undertaken in startups, can have many possible effects on aspects 
of a firm which business angels and venture capitalists value. Thereby, we believe conducting 
CSR-activities is of importance, and something that might be able to positively affect the 
willingness of business angels or venture capitalists to invest in a startup. With these 
considerations in mind, we have depicted the following model to illustrate the process for a 
startup to attain financing, starting at an identified need of capital and ends with post-investment 
activities. Lastly, we assume the sustainability (which are the three “balls” which are 
intertwined) also happen after an investment is made, through adjustments in the business 
model in line with Najmaei (2015, p. 263). Thereby, prior to collecting data, we believe CSR 
activities, and thus sustainable processes, both affect the investment decision and the activities 
post investment. 
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4. Practical method 
The purpose of this chapter is to explain how we have performed the study, i.e. how data is 
collected and analyzed. This chapter is initiated by a discussion regarding the research 
strategy, and thereafter our qualitative method is outlined. In the end, we discuss the ethical 
considerations of this thesis. 

4.1 Research strategy 

The research strategy is defined by Saunders et al. (2012, p. 173) as “a plan of how the 
researcher will go about answering her or his research question”. Furthermore, it can be 
explained as the link between the scientific and practical methodology (Saunders et al., 2012, 
p. 173). According to Saunders et al. (2012, p. 173), achieving a satisfactory level coherence 
throughout the research design is the most important consideration when deciding on what 
research strategy, or strategies, to choose. Saunders et al. (2012, p. 173) elaborates by stating 
that it enables the researcher to answer the research question(s) (Saunders et al., 2012, p. 173). 
To answer the research question of this study, we will resort to one research strategy, namely 
case study. Data intends to be collected semi-structured interviews with business angels and 
venture capitalists, which subsequently is to be thematically analyzed in order to answer the 
research question of this study. 
 
Saunders et al. (2012, p. 179) explain a case study as “[A strategy that] explores a research 
topic or or phenomenon within its context, or within a number of real life contexts.” 
Furthermore, Saunders et al. (2012, p. 179) case studies to be the opposite of experimental 
studies, since the researcher is not able to manipulate certain behaviors. Moreover, it is different 
from a survey strategy due to its limitless nature, i.e. it is not dependent on the number of 
variables included in the study (Saunders et al., 2012, p. 179). Thereby, this particular strategy 
is appropriate when the purpose is to gain deep understanding of the research, especially 
contextual (Saunders et al. 2012, p. 179). Case studies also have a noteworthy ability to generate 
answers to “what”, “how” and “why” questions interrelated to the study, making it an 
appropriate strategy for studies of exploratory nature, which as previously mentioned our 
research question is. Additionally, this particular research question is a “how” question, which 
a case study strategy thus can answer. With these considerations in mind, we deem this 
particular strategy being the best fit for answering our research question. In the following 
paragraph we will discuss why we consider it to be a multiple embedded case study. 
 
Since the sample we are to investigate do not reside in the same organization, we have to 
consider them as independent cases, making this a multiple case study (Saunders et al., 2012, 
p. 180). However, we see similarities between the two groups of investors, thus we will divide 
them into two cases, namely business angels and venture capitalists. Saunders et al. (2012, p. 
180) argue the foundation of multiple case studies to be replicability, wherein cases are chosen 
based on whether similar results can be predicted across the board or not. This correspond to 
literal replication (Saunders et al., 2012, p. 180), which is of critical importance. To address 
this, we will choose cases which we deem being similar. Theoretical replication is also of 
importance, which Saunders et al. (2012, p. 180) explain as the predicted variation in contextual 
differences. We have decided to attain qualitative data from both business angels and venture 
capitalists, which both invest in startup companies. However, due to the different nature of these 
investors, there is a contextual difference in how they invest, and thus we can make predictions 
on certain elements related to the research question. For example, business angels might be 
keener to invest in order to pursue personal goals than venture capitalists. Holistic case studies 



42 
 

only include one unit of analysis (Saunders et al., 2012, p. 180), we cannot adopt this approach. 
Therefore, this case study is of embedded nature, since several parameters related to the 
investment process and decision are to be investigated. Thereby, the embedded units of our 
study are the people we interview, while the actual cases are the investments of business angels 
and venture capitalists.  

4.2 Data collection method 

In research regarding social sciences, there are two types of data, primary and secondary 
(Ranjit, 2011, p. 138). These two types of data can be linked to one approach of information 
gathering each. The former is derived through measure which the researchers themselves have 
to undertake, for example observations, interviews, and questionnaires (Ranjit, 2011, p. 139). 
The latter type of data is harvested using documents which already exist, using previously 
performed investigations that have been conducted for other purposes than the one of the study. 
Smith (2008, p. 4) explains that secondary data compromises a whole spectrum of empirical 
forms, including for example data generated from extensive literature reviews and huge 
compilations of data derived from different archives. Furthermore, it can be both of qualitative 
and quantitative nature (Smith, 2008, p. 5). There are according to Smith (2008, p. 5) many 
benefits related to secondary data, including very low costs compared to primary data, the 
possibility to include data from a larger sample, requires less time, and reduces the researcher’s 
bias. Ranjit (2011, p. 164) argues that the truth criteria when using such data is of utmost 
importance. Furthermore, since this type of data has been collected by other researchers in order 
to fulfill a purpose which do not correspond with ours (Saunders et al., 2012, pp. 319-320), we 
deem data from secondary sources to not be fit when answering the research question. 
 
The major shortcoming of secondary data explained in the last paragraph makes us resort to 
primary data. The phenomenon we study, i.e. how startups’ CSR activities affect the willingness 
of business angels and venture capitalists to invest in them, has barely been studied, especially 
not in a Swedish context. Thus we cannot rely on secondary data, and must resort to collecting 
primary data from different sources, and evaluate the different practical methods to find the 
most fitting. To answer our research question, which is expressed in an exploratory manner, on 
an adequate level, we obviously deem it necessary to use qualitative data, since the phenomenon 
is hard to measure empirically through statistics. As mentioned in the methodology chapter, 
qualitative data is predominant in exploratory research (Saunders et al., 2012, p. 171), which 
cements our position. 
 
Through careful comparison and evaluation of various methods for primary data collection 
which are implementable in this thesis, we conclude interviews with the research subjects to be 
the most appropriate tool for data collection. There are several types of interviews which can 
be adopted when collecting qualitative data (Bryman & Bell, 2011, p. 467; Saunders et al., 
2012, p. 372). Saunders et al. (2012, p. 376) stress that regardless of what type of interview is 
undertaken, it needs to be connected with the research question, research design, and research 
strategy. In order to answer the question, thereby answering a “how” question, we deem semi-
structured interviews that are analyzed qualitatively to be the best choice. This, because the 
general advantages of interviews, such as its appropriateness for complex situations, usefulness 
for collecting in-depth information (Ranjit, 2011, p. 150) enables us to deeply examine the 
research problem. These pros, in combination with that semi-structured interviews enables us 
to alter the order of the questions and also ask follow-up questions (Saunders et al., 2012, p. 
145), we believe fruitful conclusions regarding how CSR-activities affect a business angel or 
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venture capitalist’s willingness to invest in a firm can be drawn. To summarize, we will only 
use primary data, collected through semi-structured interviews, to answer the research question. 

4.3 Qualitative data collection 

There are two main approaches in qualitative data gathering through interviews, structured or 
unstructured, which according to Saunders et al. (2012, p. 374) are dependent on the type of 
questions which are asked. On the one hand, in cases wherein generalizability is the purpose of 
the interviews, Bryman & Bell (2011, p. 204) suggest using standardized interviews which are 
characterized by asking the exact same questions to each respondent. On the other hand, 
interviews with unstructured questions should be utilized when the purpose is to gain insight 
on the respondent’s perspective (Saunders et al., 2012, p. 374). Qualitative data in this study 
will be gathered through semi-structured interviews, which Bryman & Bell (2011, p. 467) 
proclaim are of unstructured nature. Due to the exploratory nature of our research question, 
with focus to gain deeper understanding regarding how CSR-activities within a startup affect 
the business angel or venture capitalist’s willingness to invest in a firm, we deem structured 
interviews of not being suitable. This, because we would not be able to gain insight on the 
underlying factors of the phenomenon using that particular interview approach. 
 
By conducting semi-structured interviews which do not follow a standardized questionnaire, 
we aim to facilitate the respondents to freely express themselves, leading to fruitful information 
to analyze. Bryman & Bell (2011, p. 467) describe semi-structured interviews to be structured 
to a certain extent, since there are elements which the interviewer wants to go through. 
However, the respondent is offered the possibility to answer the questions in his/her preferred 
way, whereas the interviewer is able to ask follow-up questions which can be different 
depending on the research subject (Saunders et al., 2012, pp. 374-375). Thereby, we are able to 
alter the questions depending on factors such as what kind of investor we interview, and also 
ask customized follow-up questions to the different respondents. The previous considerations 
are in line with the thoughts of Bryman & Bell (2011, p. 472), who explain semi-structured 
interviews to allow the researcher to focus on the specific topic in mind instead of general 
understanding. We deem this particular interviewing method superior to the others for our 
research because it enables us to ask a set of predetermined questions to all respondents, from 
which we can be able to detect patterns to analyze. Furthermore, we can simultaneously gain 
new insights regarding our themes through open questions and follow-up questions, since 
respondents can elaborate the different issues raised, making this a perfect approach to collect 
qualitative data. 
 
4.3.1 Qualitative sampling technique and access 
Since we intend to see whether CSR-activities within a startup affect the business angel or 
venture capitalist’s willingness to invest in a firm, we seek to gain deeper understanding of the 
whole investment process, including their thoughts regarding CSR-activities. To gain this data, 
we obviously need to interview both business angels and venture capitalist. Saunders et al. 
(2012, p. 216) stress the importance of having a strategy for gaining access, and further 
recommend careful preparation before presenting the research idea. Prospect interviewees have 
been found through two means; by us deliberately finding suitable candidates through different 
business angel and venture capital consortiums, as well as through previously established 
contacts. Bryman & Bell (2011, p. 429) mention existing contacts to be a facilitator for access, 
which we have used to some extent. A contact at Uminova has assisted us in finding prospect 
interviewees, and after every interview we have asked the respondent if he/she could 
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recommend someone for us to interview, which has given us access to new sources of data. By 
referring to the previous respondents, new research subjects become more keen taking part in 
an interview. The initial contact with respondents has been done through telephone, where we 
present ourselves and our research proposal. In case they show interest to participate in the 
study, we set up a time for the interview, and sent the different themes which would be 
investigated so that they could prepare. 
 
A non-probability sampling method will be adopted for the qualitative data. Ranjit (2011, p. 
206) argue for the absence of universal rules regarding the size of a non-probability sample, 
and explain it to depend on the judgment of the researcher. Basically a sample is properly sized 
when information saturation is gained, which implies that the collection of additional data 
would provide little, if any, novel information or themes (Saunders et al., 2012, p. 283). It was 
quite difficult to gain access, resulting in that we were able to book and conduct eight 
interviews. This is quite a few interviews more than the minimum sample size having a 
homogeneous population when using non-probability sampling (Saunders et al., 2012, p. 283). 
However, since we found very prevalent people to interview, and a good mix of both business 
angels and venture capitalists, we believe information saturation might have been reached. 
Nevertheless, it would have been optimal if we could have gained even better access to 
interesting subjects to interview. The non-probability sampling method adopted is purposive, 
which has previously been explained in an earlier subsection of this chapter. However, it is also 
partly a snowball sampling technique, as we also received information regarding new interview 
subjects from our respondents. This enabled us to identify and gain access to more cases, which 
according to Saunders et al. (2012, p. 289) is a strength of this particular sampling method. 
Thereby, our sampling method for the qualitative data can be perceived as a mix between 
purposive sampling and snowball sampling. We based our choice on the fact that it enables us 
to interview a broad spectrum of investors who are active in different networks and 
organizations. By doing so, we believe more general illustration of the phenomenon can be 
grasped, leading to fruitful information which can be analyzed. Furthermore, we believe it 
enables us to gain information saturation through fewer interviews, however since we only were 
able to conduct eight interviews in total, some data might have been missed. Nonetheless, this 
number is relatively higher than the minimum number of semi-structured interviews that 
Saunders et al., (2012, p. 283) recommend, and thus we believe the data is sufficient to be 
analyzed. 
 
Business angels and venture capitalists are in general very busy people, as they have many 
projects ongoing simultaneously, and hence hard to organize meetings with. Bryman & Bell 
(2011, p. 473) explain it to be crucial to approach prospect respondents with care, since it 
increases the chance of gaining a positive response for an interview. Thus, we were very polite 
when approaching the interviewees, and briefly introduced ourselves and research. Bryman & 
Bell (2011, p. 473) find time restrictions to negatively affect access, Thereby, in order to be 
time efficient we let the respondent choose time and medium for the interview, which greatly 
increased their willingness to participate in the research. Overall, the respondents had a very 
positive attitude towards the research, and managed to find time for us. After the initial contact 
through telephone, we kept in touch through e-mail, so that any concerns or ambiguities could 
be remedied. 
 
4.3.2 Interview Guide 
According to Bryman & Bell (2011, p. 467), interview guides are frequently used when 
conducting semi-structured interviews. Basically, the interview guide contains a number of 
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questions which the investigator wants to go through. However, semi-structured interview 
guides also enable flexibility, since questions which are not included can be asked if needed or 
suitable (Ranjit, 2011, p. 144). Ejvegård (2003, p. 52) explain that questions within the 
interview guide, which are to be the same for all respondents, have to be asked as similar as 
possible in the different interviews in terms of tone and wording. The interview guide is 
constructed based on the research question of this thesis in combination with the theoretical 
framework. By utilizing the theoretical framework, several themes to cover in the interview 
have been identified, for which we have outlined suitable questions. When formulating the 
questions, we put effort in making them as open-ended as possible, so that the interviewee 
would not be influenced to answer in a certain direction. This neutrality as an interviewer is 
according to Ranjit (2011, p. 151) a crucial feature. The themes in our interview guide are the 
following; “Investment process and investment decision making criteria”, “Agency problems”, 
and “Sustainability”. Furthermore, the interviews are initiated with questions regarding the 
respondent’s background and experience. The final version of the interview guide consists of 
three questions per theme. Moreover, in the end of each interview we ask the respondent if there 
is anything he/she would like to add. To fully prepare the research subjects for the interviews, 
we sent the contents of the interview guide by e-mail, so that there would be no ambiguities. 
 
4.3.3 Conducting the interviews 
The table in the end of this section presents a summary of the different respondents who 
participated for an interview. They are all either active as business angels or venture capitalists, 
and thus we deem them appropriate sources of primary qualitative data related to the research 
question of this study. Even though the execution of interviews can, according to Saunders et 
al. (2012, p. 389), be extremely time-consuming, we have still decided to conduct them together 
instead of splitting them between us. This enables us to discuss the responses directly after the 
interviews, make sure our interpretations correspond, and also ask more follow-up questions 
since those are improvised. We believe these pros are of greater importance than the extra time 
spent on interviewing. Bryman & Bell (2011, p. 482) explain that the duration of qualitative 
interviews can vary a lot. Ultimately, the length of the interviews altered between 36 minutes 
and 45 minutes. We would have preferred the interviews being slightly longer, however the 
research subjects did not have more time. 
 
Saunders et al. (2012, p. 389) advocate the importance of gaining the interviewees’ trust and 
ascertain that you are indeed a researcher. Thereby, when initializing the interview, we 
introduce ourselves and also present the thesis’s topic, research, and purpose. Simultaneously, 
to gain consent, we establish the respondent’s rights. We put lot of effort in making the 
interviewee feeling comfortable participating and answering the different questions. Prior the 
interviews, we divided the different themes between ourselves, and kept that partition for every 
single interview. However, the follow-up questions did not have this division, meaning we both 
asked such questions regardless of the theme. 
 
According to Saunders et al. (2012, p. 386), interviews are optimally held at secluded locations 
which the participants find convenient, as it makes them feel comfortable and reduces the 
chances of interruptions during the interview. Convenience is of critical importance for the 
research subjects of this study, due to their busy schedule as explained previously in section 
4.4.1. Their tight schedules rendered it impossible to conduct the interviews face-to-face, and 
instead we mainly resorted to using Skype with face camera for their convenience. However, a 
few interviews were also conducted through telephone without any face camera. Both Saunders 
et al. (2012, p. 404) and Bryman & Bell (2011, p. 482) argue that there are drawbacks with 
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interviews which are not face-to-face, since it is important to analyze both what is being said 
and how it is being said. Thus expressions which are not verbal should also be taken into 
consideration as well, so that a full understanding of the different themes can be gained. We are 
well aware of this, and that interviews through Skype and telephone might have some impact 
on the qualitative results of this study. However, since both parts in some of the interviews 
enabled the web-camera, we still believe certain non-verbal expressions could be identified. 
Thus, we argue Skype to be better than telephone, but worse than face-to-face, when 
interviewing. 
 
Since the respondents were all Swedish, it was decided to hold all the interviews in Swedish. 
Bryman & Bell (2011, p. 488) explain that the process of translating the interviews to different 
languages can create issues when performing the analysis. However, we believe it is of greater 
importance to execute the interviews in a language which enables the respondents to fully 
transmit the information they intend to, without any language barriers. To prevent problems 
related to translation, both of us collaborated when translating the transcripts, and contacted the 
interviewees in cases ambiguities were present.  
 

Research subject Title Interview duration Interview 
medium 

1 Business angel 42 minutes Skype 

2 Venture capitalist 45 minutes Skype 

3 Venture capitalist 36 minutes Skype 

4 Venture capitalist 41 minutes Skype 

5 Venture capitalist 35 minutes Telephone 

6 Business angel 39 minutes Skype 

7 Venture capitalist 30 minutes Telephone 

8 Business angel 37 minutes Telephone 

Table 3. Summary of interviewees (depicted by the authors) 
 
4.3.4 Recording and transcribing 
Ritchie et al. (2014, p. 172) recommend to record the interviews when conducting qualitative 
research, which is something we have decided to do. Ritchie et al. (2014, p. 172) explain the 
process of first recording, and thereafter transcribing the interviews, to increase the 
interviewers’ focus during the interviews, since the distracting activity of taking notes is not 
needed. Prior each interview is initialized, each respondent is therefore asked whether it is 
alright to record the interview or not. Every interviewee in this study accepted being recorded, 
and thus a record for each interview was created. Furthermore, in line with Ritchie et al’s. 
(2014, p. 172) recommendation, we ensured every respondent that they would be anonymous, 
since it often makes the interviewee more comfortable. Thereby, the respondents’ names are 
censored. This enables the respondent to be more open, thus expressing opinions and provides 
information more freely (Ejvegård, 2003, p. 51). In line with Saunders et al’s. (2012, p. 550) 
suggestion, pauses and nonverbal signals are included in the transcripts, as these can assist in 
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the data analysis. All the interviews within this thesis were transcribed directly after the 
interviews, and to mitigate mistakes we went through each other’s’ transcriptions upon 
completion. 

4.4 Qualitative analysis 

According to Bryman & Bell (2011, p. 571), large amounts of data is easily generated in 
qualitative research. However, when it comes to the analysis of such data, only a few procedures 
are generally accepted (Bryman & Bell, 2011, p. 571). Ritchie et al. (2014, pp. 274-275) explain 
the need to base the qualitative data analysis on the research’s nature, and that different elements 
such as the research question, research approach, and research design need to be considering 
when deciding on a method of analysis. Ultimately, the deciding factor on what method of 
analysis to adopt is usually whether a deductive or inductive research approach is taken 
(Saunders et al., 2012, p. 544). However, certain types of analysis are more neutral, and 
according to Bryman & bell (2012, p. 571) the most common tool for analysis in qualitative 
studies is thematic analysis. Furthermore, this technique for analysis is centered on coding of 
themes, and can be applied in the majority of qualitative research (Bryman & Bell, 2011, p. 
572). 
 
An effective tool for thematic analysis has been founded by Attride-Stirling (2001, pp. 386-
387), called Thematic Network Analysis, in which systematic organization and interpretation 
of qualitative data is performed. This particular type of thematic analysis will be adopted in this 
thesis in order to analyze the qualitative data, since we think the different aspects of this method 
can assist in getting clearer interpretations, leading to deeper understanding and inferences. 
Furthermore, due to the large volume of data qualitative investigations generally produce, this 
technique enables us to break down the data so that it can be decoded and interpreted. Saunders 
et al. (2012, p. 546) agree to the considerations in the previous sentence, and add that 
researchers need to be cautious when analyzing qualitative data, as certain words may have 
different meanings. Attride-Stirling (2001, p. 387) proclaims the purpose of a Thematic 
Network Analysis to be the exploration and interpretation of a problem, or an idea’s 
signification. Networks are applied as organizing principle so that a common theme, derived 
from qualitative data, can be understood (Attride-Stirling, 2001, p. 388). Basically, this 
technique is exercised so that the text can be broken up, and thereafter conceptualized into 
themes consisting of orders of different ranks (Attride-Stirling, 2001, p. 388). 
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Figure 6. Structure of a thematic network (Attride-Stirling, 2001, p. 388) 
 

Thera are three different analyzing stages when employing a thematic network analysis; 
reduction and breakdown of text (A), exploration of text (B) and integration and exploration 
(C). In each of these stages, there are steps that are important to follow in order to form a 
coherent and solid analysis. In the following paragraph, reduction or breakdown of text (stage 
A) will be thoroughly explained. 

Thematic networks are according to Attride-Stirling (2001, p. 390) generated through a three-
step procedure. The process begins with the coding of data, which is dependent on either the 
theoretical background or contents of the interviews. Basically the words, or clusters of 
words, of highest relevance categorized to facilitate the interpretation of data (Attride-Stirling, 
2001, p. 390). Thereafter, in the second step, the data is explored through the creation of 
thematic networks which are based on the emerged themes (Attride-Stirling, 2001, p. 390). 
Lastly, the third step regards the exploration and analysis of data through the thematic 
networks. Attride-Stirling (2001, p. 402) explain that the analysis has to be connected to the 
research question, and that the theoretical framework should be utilized in order to draw 
inferences. 
 
The different orders of themes collected from the data are: basic themes, organizing themes, 
and the global theme (Attride-Stirling, 2001, p. 388). The first theme, i.e. the basic theme, is 
the simplest, and thus of the lowest order. These themes are gathered from the qualitative data, 
and cannot solely be used to draw any conclusions of the data as a whole (Attride-Stirling, 
2001, p. 389). However, organizing themes are created by pairing basic themes with each other. 
These particular themes, on the other hand, disclose different patterns in the data, and thus make 
sense of clusters containing basic themes (Attride-Stirling, 2001, p. 389).  The highest order of 
themes is what Attride-Stirling (2001, p. 388) calls the global theme. The global theme is a 
result of organizing themes grouped together, which makes it feasible to identify underlying 
patterns of significant nature Attride-Stirling (2001, p. 389). Furthermore, Attride-Stirling 
(2001, p. 389) explains global themes to communicate the qualitative data’s contents and 
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fundamentals in a specific context. According to Attride-Stirling (2001, p. 392), both theoretical 
grounds, as well as the data’s content and coding, can be the foundations of global themes. 
Attride-Stirling (2001, p. 389) explain that multiple global themes can emerge in a Thematic 
Network Analysis. In this particular study we established three global themes. In other words, 
the thematic analysis is based on the qualitative data derived from the interviews, and backed 
by the theoretical framework. Thus, new themes have emerged through the data analysis. The 
global themes we have developed are: investment criteria, networking and communication, and 
lastly sustainable undertakings. The complete thematic networks are presented in appendix 2. 
As previously mentioned, both interpretation and analysis need to be conducted so that the 
themes can be understood. Naturally, this interpretation and analysis is using the research 
question and theoretical framework as cornerstones. 

After having identified the different themes, the next stage of forming a thematic network 
begins; exploration of text (stage B). In this stage, a higher level of abstraction might be the 
case, and at this stage the researcher needs to go back to the original text and interpret it with 
help of the networks. An important part of this stage is to describe and explore the network. 
That means systematically taking each network in turn and with help of text segments trying to 
describe their contents. As this description is taking place, the researcher explores and notices 
patterns that are beginning to appear (Attride-Stirling, 2001, p. 393). 

The last step involves interpreting the patterns, which is a step in the integration of exploration 
stage in the analysis stage (Stage C). Here, the main purpose is to connect back to the research 
questions and the theoretical interests underpinning them, and after that address these with solid 
arguments that are grounded on the patterns that were found when exploring the texts (Attride-
Stirling, 2001, p. 394). We have explored and described our network, and found patterns in our 
thematic network, which formed a solid foundation for in our analysis.  

4.5 Ethical guidelines 

According to Bryman & Bell (2011, p. 128), it is of great importance to consider and to evaluate 
the ethical aspects of the study in order to avoid unethical conduct and to improve the quality 
of the research. We have, throughout the entire thesis, tried to keep the ethical aspects in mind 
when conducting interviews sending out surveys. Naturally, as both Bryman & Bell (2011, p. 
128) and Saunders et al. (2012, p. 236) clarify, this has entailed that the relationship between 
ourselves and our respondents and interviewees has been fortified. 
 
One way of avoiding unethical behavior is, according to Saunders et al. (2012, p. 237), to not 
putting pressure on the participants and make them feel as they need to participate in the data-
collection. Further, they argue that planning and the nature of the approach is of importance 
when seeking participants. In order to avoid making the participants feel uncomfortable and 
coerced into participating we contacted an incubator that helped us getting in contact with the 
first business angel. After that, we have after each interview been advised of whom to contact 
next, which has enabled us to refer to the previous person every time we make first contact with 
a new interviewee. We argue that this has helped us getting in contact with highly adequate 
people and that it has ensured the participants that we are to trust in. It is also our sincere belief 
that this has made the participants feel that they want to do an interview, and not that they have 
to. Further, by informing the interviewees that the recorded material will be deleted after 
transcription, we argue that is has provided us with straight forwards answers, since the material 
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gathered might be sensitive to the interviewee. By guaranteeing anonymity we have followed 
ethical standards (Saunders et al., 2012, p. 241). 
 
Bryman & Bell (2012, pp. 128-129) state that it is very important that no harm is done to the 
respondents while conducting the research. Physical and emotional harm should both be 
avoided to any possible extent, and linked to this is the question of the respondents’ anonymity 
and confidentiality, which both successfully has remained untouched. By inviting to a 
comfortable and pleasant environment, where the interviewee could feel relaxed, we have 
managed to fulfill this part of the ethical guidelines. As for the quantitative study, we 
emphasized on the fact that the surveys were anonymous, which let the respondents answer the 
questionnaire in an honest way. 
 
According to Saunders et al. (2012, p. 237) it is important to not pressure the respondents to 
answer questions they feel uncomfortable with or trying to involve them in projects that would 
intrude on their privacy. We argue that we have, by carefully informing the respondents via 
emails what the survey will contain, managed to make it eligible to the respondents whether 
they should participate or not. This is an important consideration according to Diener & Crandal 
(1978, p. 34), and is closely related to ethics, why we have also conducted the same procedure 
on the qualitative study. Saunders et al. (2012, p. 222) assent as they state that it is important to 
include a short summary of what the survey will contain and the purpose of the research, but 
also what value their participation would bring. Further, we have made sure we will not be able 
to track down the answers, which means we do not know who answered what. However, if this 
would not have been the case, or any other type of trespassing of ethical guidelines would have 
taken place, there is a risk that the participant that provided us with data might have blown the 
whistle. This would have affected us in the way that other potential participants in the 
participant’s network most likely would not have taken part in our research (Bryman, 2008, p. 
136). 
 
We feel that we have carefully thought the process through, in terms of explaining the subject 
and the area of our research before starting the interviews. 
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5. Qualitative empirical findings 
The purpose of this chapter is to present the qualitative empirical data, and later analyze it. 
Initially, the data will be presented following our interview guide’s structure, which will be the 
foundation for our thematic network analysis. Subsequently, the identified thematic networks 
will be analyzed using previous literature. 

5.1 Presentation of respondents 

Respondent 1: Business angel  
This business angel had experience from both sales and project management and started his 
investment firm in the early 90’s. He invests smaller amounts in companies that have growth 
potential and works with continuous improvements and developing the expansion plans and 
strategies for his portfolio companies.  
 
Respondent 2: Venture capitalist 
The second interviewee had experience from leading bigger enterprises as well as running his 
own business, which is why we saw him as an excellent person to interview. He was also 
involved in a bigger community of investors, which we have kept in mind when interviewing 
him.  
 
Respondent 3: Venture capitalist 
Was a less experienced venture capitalist but with a portfolio of successful startups that showed 
that he was well worth interviewing. He was mainly focused on startups’ that were offering 
products instead of services. Had ben an entrepreneur himself, which indicates that he knows 
the different processes and could describe both sides of the camp.  
 
Respondent 4: Venture capitalist 
This respondent was very experienced. He have been involved in numerous investments with 
startups in different phases. Further, he started his own investment company many years ago, 
and has been CEO in many different companies within many different industries. His extensive 
investment history has been of great importance to us.  
 
Respondent 5: Venture capitalist 
The fifth respondent was part of a bigger investment community where the focus was to, by 
investing in startups, create growth in Sweden. This interviewee gave us slightly different 
answers to some questions, but his general view on investments was similar to all the other 
investors’ perception of investments.  
 
Respondent 6: Business angel 
The person had almost 30 years of experience with sales, marketing and leadership and has 
been a venture capitalist for several years. Given his extensive experience, we knew that he was 
well-suited for the interview and he has provided us with many useful insights, and also given 
our thesis depth.   
 
Respondent 7: Venture capitalist 
Venture capitalist: The seventh respondent was an experienced investment manager who had 
broad and deep knowledge in transactions, developing companies and capital raising. As he had 
been involved in the fund-raising industry, both as a venture capitalist in his own company and 
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in leading positions in other companies, we are certain that his answers have helped us 
answering our research question.  
 
Respondent 8: Business angel 
With more than 20 years of experience from both the banking sector and (working with hedge 
funds) and as an entrepreneur, this venture capitalist gave us another perspective of the industry 
that added an extra dimension to the answers. Her academic qualifications are equal to ours, as 
she studied a master’s program Business and Economics at Umeå University.  

5.2 Investment process, preferences and different criteria when investing 

Investment process, preferences and different criteria when investing. When asking about the 
different criteria when investing, the answers pointed at things such as the entrepreneur’s ability 
to perform well and according to the investor’s wishes. For example, one investor said that “…I 
have not been that selective in terms of which startups I will provide with capital and which I 
will not, it has to do with who is running the company, the person behind the startup. That is 
really what decides what I will invest in, and I have both good and bad experiences” (1). 
Another respondent said “We will only focus on startups and entrepreneurs that have a global 
focus and also the ability to go global. There should be a business model that is divisible; the 
business idea should be adaptable to a global market, and says “we will not invest in local 
companies that only have a local interest” (2). This goes hand in hand with what another 
investor said about his criteria, as he states that “One of the most important things to us it that 
there is a value in the product or service, so that there will be customers that are interested in 
it (5)”. One respondent even said that she “…likes to test the idea to make sure it is a good one” 
(8).  Two of the respondents highlighted that it was important for them to really understand the 
business model and to understand the company, if they were to make an investment (3 & 6).  
 
Two respondents highlighted the importance of the ability of the entrepreneur as important 
criteria when investing, and two other investors emphasized that the business plan need to be 
divisible and that the startup has growth potential. More accurately, they said that “…the most 
important part is that there is a dividable business concept with growth potential” (3), 
“…basically, get to know the product, business idea, opportunities, markets etc. (4) and 
“…important that the company has an already existing product or service (prototype/BETA), 
and that the startup can show a positive curve for the product or service” (7). Further, one of 
the respondents emphasized the importance that things were running smoothly, with the 
financials in place and with no loose ends. Further he states that when a bank loan comes close 
at hand, “…things MUST be in order” (4). Another investor said that “…we always want to get 
to know the company we are about to invest in, by making a small SOD-investment in order to 
get a seat on the board and thereby get a clear view of how well the board functions” (4), which 
indicates the importance of the entrepreneur to be organized. However, it was also claimed that 
“…it does not have to be perfect, because that is my role in the early stage, to structure things” 
(1).		
In terms of personal goals, and if the investors had any personal goals that were not purely 
monetary, one investor said “…I try to invest in startups that appeal to me and work with people 
that I enjoy having around me” (1). This statement points to the fact that he values other things 
that just the money. Another investor answered that he also had other values, more accurately 
he stated that “the best part with running a business is working with people that enjoy going to 
work, strive towards the same goals, but also to see business growth, and in order to make the 
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staff accomplish this it is vital to have the same values, otherwise it is impossible” (3). Most of 
the investors, both business angels and venture capitalists, say that they invest purely on 
monetary grounds, but also states that if there is both a monetary gain and other values involved 
in the investment, the investment becomes a lot more interesting (4). For example they say 
“…we do not make pure charity investments, but we are very interested in one company right 
now that operates with the goal to improve the environment, and with the potential of making 
good money. Those kinds of companies are naturally very interesting since they are the ultimate 
investment” (8). It was also stated that “…we want to see growth in Sweden, and therefore we 
do not only see to maximize the profit, but also to simplify for other investors by investing in 
high risk companies and thereby lower the risk for these other VCs. Obviously we also want to 
make profit, but the growth in Sweden is more important” (6).  
	
One of the investors also claims that he invests on other grounds than purely economic ones, 
from time to time (2), and half of the respondents said they invest purely on monetary grounds. 
For example, they said that “…for us it is more about the business idea and profit (7)” and 
“…we do not have other objectives than making money. Sure, building companies, but the 
primary goal is to make money (5). So, in general, the respondents seem to look for monetary 
gains by investing in startups. 
	
As we have interviewed both venture capitalists and business angels, the answers have differed 
in the minimum size of the investments being made. In one case, one of the respondents said 
that there was no minimum-limit, and that he actually had worked with many companies where 
he had not made an investment and instead helped the startup gain capital injection from other 
investors (1). Further, he stated that “…I am not a typical business angel in that I have a huge 
exit every time. I usually invest smaller amounts together with others, and I always promise to 
invest as much as I get back when they go public” (1). Teaming up with other investors seem 
to be a common thing to do for both venture capitalists and business angels, since both parties 
claim that they usually invest a certain amount to make it cheaper for others to join. For 
example, one investor said that “…we go in at an early stage when we use our own capital, and 
help the startups gain further capital from other investors, at a later stage” (5).  
	
Another investor says that it differs from case to case, sometimes he makes an investment at a 
really early stage, just because he really believes in the idea and wants to provide the 
entrepreneur with the capital to continue developing the product or service (2). If the idea 
develops into a serious business, he says that he will make further investments, more 
specifically that “…we take the lead in the financial and strategic part. We make sure that the 
entrepreneur will get access to capital for a number of stages in the process to come” (2). He 
could also become syndication partner, which means that he will partner up with other investors 
(2). How big the investment is depends on the actual business idea, the environment 
surrounding the business and the market possibilities. A third investor clearly states that the 
typical investment does not mean 50,000 crowns, rather a couple of millions, but that the startup 
needs to have growth potential (3). A majority of the respondents stated that they usually make 
investments in the size of 500 000 to 15 million crowns (2,5,6,8). However, one of the venture 
capitalists made it clear that if he really believes in the idea and business plan and think it has 
growth potential, he could invest as much as 50 million crowns (5). All the respondents pinpoint 
the importance of scalability, implying that the business model must function in a larger scale. 
This is also explained as an important reason why both the business angels and venture 
capitalists often invest in high-tech companies. 
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In terms of what activities that take place after the actual investment, the answers differ a bit, 
which is only natural since the respondents have different experiences and investment 
possibilities. It is stated by of the investors that if the startup is in an early stage, the first activity 
takes place directly between him and the entrepreneur on daily basis. In startups that have come 
a bit further on the way though, that maybe already have developed their strategies and have a 
solid customer base, the contact is not as consistent. He says that his purpose then is to aid them 
in different situation that they are not familiar with for example “…to establish contacts or 
networks, maybe in the Nordic countries or in France” (1). Another investor defines the post-
investment activity as a process where they want to “…choose the right cases, but also to place 
the right people on the board and act as investment managers and help the entrepreneur to find 
the right strategies” (2). In one way, this is synonymous with the activities that another investor 
described took place, as he said “… we had an agenda where we went through all different 
areas of the investment. Usually we looked closer at the market and if there was only a local 
market” (4). Both these investors wanted to develop the business and make strategically correct 
choices that would result in improved business outcome. 

5.3 Agency problems 

There is always a risk of information asymmetry, for example that the entrepreneur and the 
investor do not have the same idea about the investment. There are many things that can ruin 
the relationship and lead to an exit. However, one investor has both good and bad experiences 
in terms of communication, as he states that “I have invested in a company where things have 
been very clear from the beginning since the entrepreneurs have been clear from the start that 
they want to develop the business to a certain point (2017/2018). After this they want to sell the 
company, however this is rare. It is more likely that the entrepreneurs have a much longer time 
horizon than the investor, and if then someone wants to buy the company but the entrepreneur 
wants to keep it, there is a conflict” (1). The fact that it could lead to the two parties going 
separate ways is confirmed by another investor, who says that “That is a very common dilemma. 
It is vital to have an agenda that both parties are OK with. In most cases it is also necessary to 
put it in writing, since it is a sensitive question. We might want to keep the company for 3-5 
years while the entrepreneur does not want to sell the company at all. That could really be a 
deal breaker” (4). Four of the respondents said they always try to deal with these kinds of issues 
before entering an investment (2, 3, 6, 7, 8).  
 
A third investor has a solution that he applies on all cases that he takes part in. He defines it as 
“… I apply a concept that I call Investment readiness, which means that I go with a process 
that involves strategic alignment between the investor and the entrepreneurs so that the 
agendas are the same” (2). However, he also claims that there are other complications that can 
arise, but those are primarily rooted in personal values or economic values (2). A fourth investor 
pinpoints the importance of solving these issues before getting started, for example when to 
exit the deal or selling the company, and this is supported by the previous investor (2, 3).  
 
If the two parties are not on the same page when it is time to sell, maybe one party does not 
want to sell or vice versa, then there is a deal breaker. One investor claims it is vital to put it in 
writing, in a shareholder agreement, and to do so with the founders of the startup (4). This is 
supported by many of the investors, and one of them says “create some sort of document, 
something that you can come back to in order to see what has been agreed upon” and “We 
sign a contract. In this contract we add values, what the outlook should be and how we should 
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get there. It is always good because it is a solid proof what we have agreed upon” (1, 3). 
Another one says “…we do not have the same agenda we do not make any investment. Biggest 
risk is that we become "enemies"/on the wrong foot with owners/entrepreneurs, we make sure 
that we have the same agenda by including this kind of information in the contract (what 
decisions that are to be made, exit, work instructions, management questions, and goals/visions 
with the company…” (5).   
 
The theories discuss that if the timeframe of an investment is short-term, then the measures 
taken by the investor should be more intense at an early stage. However, the common view on 
this phenomenon amongst the investors seems to be that the market changes play a huge role. 
For example, one investor includes recession as game changer that could potentially mean that 
the date for the intended exit has to be postponed (1). Further, he argues that the high tech 
startups of today has complicated things, as things happen so quickly that it is almost impossible 
to stick to the planned date of exit. One has to be flexible (1). Another investor agrees, as he 
states that “…we have the market to pay attention to as well, since the companies that we invest 
in are as dependent on the market and the industry as a whole” (3). This is amplified by another 
investor, who says that it “…depends more on the market, and the interest for the 
product/service…” (5). Further, another pinpointed factor that determines what measures to take 
is the age of the company and the complexity of its products (4). However, two of the investors 
say that they always are long-term and that they would never force the entrepreneur to sell if he 
or she does not want to sell (6, 8).  

5.4 Corporate social responsibility 

Since we wanted to find out how CSR activities affect the investors investment decisions. All 
respondents answered that they understand the importance of involving in CSR activities and 
that both customers and entrepreneurs are beginning to focus more and more on these issues. 
For example, one respondent said “Yes, it has become so important for customers, allies and 
investors”. He develops his statement by saying that “…and of course, before entering a 
business, we ask questions about their production and so on before investing” (1). This is 
confirmed by another investor who defined his thoughts on the subject as “Naturally, we follow 
the rules that exist but we do not have a clear focus to invest in companies that are sustainable, 
but yes, we prefer looking at companies that clean business idea from a sustainable and social 
perspective and it is easier, and feels better, to work with companies that have this kind of 
focus” (3). Two other investors say that it is not their primary focus, but it is becoming more 
and more important, and it is slowly but steadily starting to affect their investment decisions to 
a larger extent than it used to. Further, one of them clarified the increasing awareness of these 
issues from the environment surrounding the startup, as the stated “It definitely has to do with 
both customers’ awareness and the society’s awareness. It might even be hard to find a bank 
that is willing to give you money if they see that it is a bad company environmentally wise. So, 
the entire environment surrounding a company is affected negatively if the environmental 
activities are not good enough” (4). The other investor made it clear that they definitely look at 
if - and in that case how - the startups involve in sustainable, i.e. CSR, activities, and that they 
do not engage in companies that have a negative impact on the environment. More explicitly, 
he stated that “If we know that the company has a good environmental approach and works 
actively with decreasing their impact on the environment. That is very positive. All three parts 
(people, profit and planet) of the framework are important”. However, he was also clear on the 
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fact that young companies might not have this as primary focus, and said “we include 
"environment-aspect" in our annual meeting that includes both social and environmental 
aspects. It is always hard because the companies are young and might not always have these 
things as top priority” (6). This is amplified by two other investors as well, as they clarify that 
they do not pinpoint the importance of CSR activities to the entrepreneur, and that many of the 
companies they invest in have a section in their application that involves sustainable activities 
(6,7). However, one of them says that it is not a cardinal ingredient when looking at potential 
investments (7), whilst the other investor is clear on the fact that he does not invest in tobacco 
businesses or betting companies, regardless of how much money he would make (8). One of 
the investors made it clear that sustainable activities are not an important factor when looking 
at potential investments (5).  
  
Whether environmental activities improve the economic performance of a business is 
something that rather dyadic amongst the researchers. One side advocates sustainable activities, 
both social and environmental, as the definite tool for economic improvement, and the other 
side believes in inhibits the economic performance. The answers we have received represent 
both sides of the camp. According the experience of one of the respondents it is important, or 
even a determining factor for investment, as he says “…in some industries it is in fact crucial 
that they are involved in sustainable activities. For example, if the company that I invested in 
that operates within the beauty-sector had not had a sustainable approach, the company would 
not have survived. It keeps getting more important by the minute” (1). Another respondent 
concurs, and adds that “environmental sustainability has become important to customers. If the 
entrepreneurs have a mindset that involves other things than just making money it will affect 
the startups possibility to actually create value which is also important to us. That way 
economic value is created. There has to be other values than money for a business to be 
successful” (2). This implies that a potential investment is closer at hand if the CSR activities 
of the startup create value. A third investor says that according to his experience, sustainable 
involvement does not have a positive impact on the economic performance and does not affect 
their investment decision. However, he also states that it is rapidly becoming more important 
by the minute (3). Moreover, he adds that their focus when choosing startups to invest factors. 
More specifically, he says “it is usually the financial part that is important when doing business 
and when developing businesses, rather than to do well from the sustainable perspective” (3).  
 
In terms of the social aspect of CSR, however, most of the investors seemed to be on the same 
page. We asked if the social aspect had an impact on their investment decisions, and almost all 
investors said that it has an impact, it might not be the deciding factor though. For example, 
one investor said that “Ethics and moral are important, most investors do not invest in 
companies that do not operate ethically and morally correct” (2,6). Another investor concurs, 
and states that it has a bigger impact on their investment decision “…at least from the 
perspective of ourselves, how we form the shareholder's policy and describe what kind of 
cooperation we want to have with the entrepreneurs”. However, he is clear on the fact that it is 
not a determining factor as to whether invest or not (4). A third investor has the same mindset 
about the social dimension sustainability and CSR, as she adds that “…it is very important to 
us. Diversity in the companies is very important and that there is openness and a modern way 
of approaching problems” (3). Diversity on the board was important to another investor as well, 
as she said “...definitely, it is a challenge since we primarily invest in tech companies, which is 
dominated by men. We try to push our companies to become more socially friendly. Mostly by 
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telling them to put women on the boards etc. But companies that involve diversity in their 
agenda are interesting for us” (8). One of the investors only made smaller investment in 
companies that had not come too far in the process, and he also suggest that is more common 
with these kinds of activities in bigger companies. However, he adds that “…but if I was to 
invest in such a company, and they had that kind of involvement as well, the great”. He also 
said that it is not crucial that they are for him to be interested in investing” (1). Only one out 
of eight respondents seemed to think that social responsibility was not an important aspect when 
investing (5).  
 
Philanthropic values when investing seemed to be of less importance, and in startups it is 
uncommon according to the respondents. One of the investors said that he had been working in 
a philanthropic project some years ago, but that was on his own initiative, and not with the 
purpose of investing (1). Another investor defines his investment decision when the startup is 
involved in philanthropy as “if their financials are solid and they also have that kind of 
involvements than naturally it is interesting” (3). Though, one of the investors say that it has an 
impact on their investment decisions, as he say “…definitely. From my own experience, these 
kinds of issues have been very important in our investments, especially in my own investment 
company” (4). Respondent 5, 6, 7, and 8 all stated philanthropic initiatives of startups to not be 
of great importance, since they lack the size, capital, and also often have business models which 
do not fit well with such activities. 
 
Investments based purely on moral grounds, and not monetary ones, seem to be more a personal 
interest than something the investors do in their respective companies. For example, one of the 
investors says “Yes, but not in my company.” We do it personally though.” (3), on the question 
whether moral investments take place or not. Another investor answers that question by saying 
that “It can be more important if the investment is immoral, then it is the thing that determines 
then we should not invest, however, it is not a crucial factor for us” (4). Another investor claim 
that the monetary gain is not big enough, and thus they do not engage in those kinds of 
investments (2). This is amplified and developed by other investors, who also say that it is 
costly and more common in bigger companies (5). Further, one of the investors say that 
“…personally I do not believe in that, and I do not think that those kinds of activities create a 
successful company. But is more mature companies that do this, and the ones that incorporate 
this are positive to us” (6). The fact that it is not too common among startups to be involved in 
philanthropic initiatives is supported by another investor, who says that “…we have not pushed 
them to take such initiatives either. Hard to do so since they usually are in an early phase in 
their cycle” (8).   
 
It is clear that philanthropic involvement seems to be more of a personal interest than a part of 
the investment companies’ strategies, and thus does not seem to be a determining factor for 
investments. 
 
 
 
 
 



58 
 

6. Qualitative empirical analysis and discussion 

6.1 Thematic network analysis 

Our empirical findings have provided us with the information needed to create thematic 
networks. Based on our findings, we have derived the following global themes: investment 
criteria, communication and networking, and sustainable undertaking. As previously 
mentioned, the complete thematic networks can be found in appendix 2. 
 
The first global theme that we identified was investment criteria and what the investors base 
their investment decision on. Since the respondents were a mix of both venture capitalists and 
business angels, with different wallet sizes and investment perspectives, the investment criteria 
appeared to be slightly diverged. However, two out of eight respondents emphasized the 
importance of the ability of the entrepreneur and that the relationship between the two needs to 
be well-functioning. The respondents confirmed Schumpeter (1965, p. 146) and Hisrich’s 
(1990, p. 209) definition of what and entrepreneur is and what characteristics that defines him 
or her, which is something that the investors also evaluate closely before entering an 
investment. The entrepreneur should be risk-aware and creative, and at the same time see 
market opportunities and seize them through technical and organizational innovation. All 
respondents agreed on the face that it is vital for them that the startup has growth potential and 
a scalable business model, since the need for capital is often to expand, either to other markets 
or by developing new products. 
 
Regarding the business angel’s opinion of the investment criteria described by Maxwell et al. 
(2011, p. 217), the category that includes the entrepreneur was undoubtedly the most important 
one for him. This indicates the statement by Kollman & Kuckertz’s (2010, p. 742) to be true, 
since they proclaim the characteristics, experience and personality of the entrepreneur, along 
with the entrepreneurial team, to be crucial criteria that investors base their investment 
decisions upon. Further, the business angels also emphasized the importance of being 
comfortable with the people he is doing business with. They will only engage in investments 
with people they enjoy having around them, which relates to what has previously been said 
about the importance of a well-functioning relationship. The venture capitalists on the other 
hand, valued the other four factors in Maxwell et al. (2011, p. 217) theory higher, more 
specifically they valued financials, product, market and investment. We believe that this could 
come as a result that the venture capitalists all were part of a bigger community or company, 
where the main goal is to gain profits and not to establish relationship with the entrepreneur. 
However, two of the investors highlighted that importance of the ability of the entrepreneur and 
that the relationship is well-functioning, but made it clear that their primary focus lies 
elsewhere. Interestingly, even though the relationship is of great importance, agency problems 
seems to not be, since these generally are sorted through solid contracts and frequent meetings, 
regardless of the investment’s time horizon. Thereby, it seems like the time horizon of an 
investment do not affect the agency costs, even though information asymmetries generally are 
greater in short partnerships (Eisenhardt, 1989, pp. 62-63).  
 
In terms of ability of the entrepreneur, the managerial capabilities are also considered to be an 
important criterion when evaluating a startup, according to both the investors and Tyebjee & 
Bruno (1984, p. 1059). We interpret this part of the evaluation process investigates whether the 
entrepreneur has the ability to run the business smoothly and with the financials in place, which 
also was one important criterion that two of the investors highlighted. Our interpretation of this 
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criterion is that it measures both financials and leadership, which are two key ingredients for 
an entrepreneur. 
 
Findings in a study by Fried & Hisrich (1994, p. 33) suggest that venture capitalists often 
evaluate the entrepreneur and the startup by asking for a tour of the facilities and to organize an 
interview with the entrepreneur to be able to make investment decisions. As several investors 
supported this by stating that thy usually make a small investment to get a seat on the board, 
and then they evaluate the ability of the entrepreneur and the other parts of the business, to 
consider whether to make a second round investment or not. This approach is supported by 
Jensen & Meckling (1976, p. 308), who claim that the principal can undertake monitoring 
activities in order to minimize differences between the two parties and thereby improve the 
overall collaboration. This approach is also discussed by Garbielsson & Huse (2002, p. 126) 
who state that this kind of engagement often result in value creation for both parties, which of 
course means improved overall performance of the startup. Another respondent clarified that 
he can make investments at the idea stage, where there is no company, just because he really 
believes in the idea and wants to contribute with knowledge and capital in order to create value. 
Our belief is that the tighter the bonds between the two parties are, the more likely the 
collaboration is to succeed financially, and the smaller the risk that the relationship ends 
because of information asymmetry. Given the answers from the interviews, we believe that 
expectations on the entrepreneur to perform according to the investor’s wishes will be more 
easily interpreted if the ability of the entrepreneur is evaluated at an early stage, instead of 
primarily looking at the financial potential of the startup. The other investment criteria that was 
discussed by the respondents were business idea and business plan, that need to be well defined 
and with growth potential. Two of the respondents really stressed and developed this issue by 
explaining that they do not invest in startups with a business idea that they do not understand 
or where there were loose ends. Their experiences had provided them with good and bad 
choices, where the bad choices came as a result of that things were run unprofessionally. 
However, they emphasized that there are not fully developed startups with everything under 
control, which is one of the reasons why venture capitalists and business angels are involved; 
because they can improve these things by contributing with knowledge and structure. 
According to two respondents, the investment size is directly linked to their business idea and 
business plan; how developed it is and what growth potential it has. However, many of the 
investors said that there is no standard investment size, and that it differs from case to case. One 
investor even said that they sometimes only invest in order to make it possible for other 
investors to enter, since they want to see growth in Sweden.  
 
The investors also evaluate the environment to find out what the competition is like, which has 
an impact on their investment decision. One investor pinpoints that it is hard to evaluate startups 
many times because they have not been around long enough to make an adequate evaluation of 
their financials. This is directly linked to what Tyebjee & Bruno (1984, p. 1051) claim, as they 
say that the startups’ scarce financial history complicates the screening process. We perceive 
this to be the direct cause to why the investors many times only look at the business idea and 
business plan to decide whether to invest or not. This might be the reason why - at least 
according to one of the investors – they do not always invest. Instead they could act as 
intermediaries between the startup and other investors, or make a small investment and thereby 
get a seat on the board, to be able to see if the startup has potential. That means that the network 
of investors can also function as a community where they exchange ideas and opportunities, 
which is described as the referral process by Tyebjee & Bruno (1984, p. 1055). The overall 
impression regarding investment criteria is that there are three important aspects that investors 
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keep in mind when evaluating the startup. Those are the ability of the entrepreneur and the 
quality of the relationship between the two parties, and the startup’s business plan and business 
idea. These aspects seemed to be generic for both business angels and venture capitalists, which 
provides us with the information that investment criteria mostly come in the same shape.  
 
The second global theme that was identified was communication and networking, and why it is 
important for both the entrepreneur and the investor to communicate with each other and with 
other actors. According to Paul et al. (2007, p. 115), the first established contact between the 
entrepreneur and the business angel usually happens via telephone. The interviewed business 
angel confirms that he usually is contacted via telephone, and if the thinks that the suggested 
investment is interesting enough, they will book a meeting. Another business angel stated that 
the he is usually contacted, but not necessarily via phone. One of the interviewed venture 
capitalists concurs, and he is also clear on the fact that his best investments are the ones where 
entrepreneurs have contacted him instead of vice versa. Our understanding of the matter is that 
it is undoubtedly the easiest way of getting in touch with the investor, or maybe going via an 
incubator. Though, most of the respondents, business angels as well as venture capitalists, said 
that it is usually a mix between them taking the initial contact with the startup and the startup 
contacting them to inform about their business idea. Once the first contact has been established 
it is vital that it is maintained in a straight and honest way, to make sure that both parties are 
striving towards the same goals and can work together to reach the goals. However, according 
to most of the respondents, it is crucial that both parties sign an agreement before moving on to 
the next phase, in order to avoid information asymmetry. Some of the respondents did not 
mention this as a cardinal ingredient, but hinted that verbal agreements usually do at a first 
stage, when the startup is at a very early stage (sometimes just an idea stage).  
 
We can see that the communication that takes place between the entrepreneur and the investor, 
from the screening phase to when the investor reaches the harvesting stage, is in line with what 
how Paul et al. (2007, p. 118) describes the process. Further, we have noticed that the 
communication the takes place between the business angel and the entrepreneur is more 
consistent and happens more frequently than the communication between the venture capitalist 
and the entrepreneur. We believe that the reason behind this is the venture capitalists usually 
have a portfolio of companies, why it is also more time consuming to engage communicatively 
with the entrepreneur on daily basis, than perhaps it is for a business angel. The business angels 
also seemed more interested than the venture capitalists in terms of maintaining a healthy 
relationship, and the latter ones were more interested in the financial part. We also noticed that 
the investment process of the business angels is similar to the one of the venture capitalist, but 
with the difference that the business angels were more interested in the 
familiarization/screening stage than the actual harvesting stage. The interviewed business 
angels confirmed that their main criterion when investing is that they enjoy working with the 
people, which calls for communication. This can be put in relation to the venture capitalists, 
who all were interested in understanding the business, and then gain control of the startup and 
plan for activities, to be able to maximize monetary gain. In terms of the investment process, 
this particularly involves the structure-phase. All the venture capitalists were clear on the fact 
that they wanted to contribute with managerial knowledge, which often might be a scarce 
resource in startups, and one way of doing according to them is to a seat on the board to be able 
to monitor activities. Most of the respondents, except one, were also clear on one point; that 
they want to steer the company in order to improve processes and make good and healthy 
choices. In a way, this amplifies the general view on business angels and venture capitalists 
that, in the end, they are in the game to make profit, and we share that view. However, as one 



61 
 

of the venture capitalists stated that she would never push or force the entrepreneur to take 
certain decisions, whilst another venture capitalist were in the business to create growth in 
Sweden, we also see that the monetary gain is not always of primary interest.  
 
Our perception of the matter is that their relationship is developed and cemented from a really 
early stage, as both parties need to be able to rely on each other. The venture capitalists, 
however, were more focused on structuring the deal and organizing managerial issues to the 
better, in order to maximize profitability. We argue that this is an additional sign that the 
business angel puts more focus on the development of the relationship and enjoys the ride, 
whilst the venture capitalists are eager to maximize their return on investment.  
 
When the dialogue is not direct and when problems arise, it could mean information asymmetry. 
The respondents emphasized the importance of communication, and all the respondents agreed 
on the fact that lack of communication or information asymmetry often arises. Further, all 
respondents agree that it almost always lead to an exit, which is somewhat linked to previous 
section where we discussed the ability of the entrepreneur and how important it is with a healthy 
relationship. 
 
The network that the entrepreneur and the investor establish by entering collaboration is 
invaluable. According to the respondents, the investor possesses the knowledge needed to 
further develop the company, and the entrepreneur gets access to numerous people who could 
be of use to him or her. Both Politis (2008, p. 135) and Sørheim & Landström (2003, pp. 365- 
366) have stressed the importance of networking, especially in the early stages of the startup, 
when needing to establish contacts. According to the answers we received, this is also important 
to the investors, since the high-tech companies that they invest in have very complex products. 
This calls for communication between the two parties, but networking is also important since 
it might provide both sides with new insights in a rapidly changing market that is the tech-
industry. Further, Harvey & Evans (1995, p. 340) discuss that networking and communication 
between the two parties can lead to new market opportunities and increased ability to act 
proactively in changing market settings. We interpret this to be tightly linked with what our 
respondents said about the rapidly changing tech-industry, and thus the theory corresponds well 
with both the business angels and the venture capitalists view on how it functions in reality. 
Further, Paul et al. (2007, p. 116) discuss that it is particularly important to - when operating 
within a business that is unfamiliar - seek advice from business associates and maybe starting 
joint investments. This is in line with what our respondents said, as they claim that they can 
become syndication partners, in order to exchange knowledge and experiences within the 
partnership. It is also in line with that one of the venture capitalists said, as he said that they 
invest a medium size amount, in order to open up for other investors to join in. The business 
angel concurs as he mentions that he usually makes smaller investment, but together with other 
investors. This indicates that the communication and networking definitely leads to new 
opportunities, improved value for both parties and to a more well-functioning relationship.  
 
As we have explained earlier in the study, our definition of CSR encompasses the concept of 
sustainability, which, apart from the economic dimension, consists of environmental initiatives 
and social ones. Since the third global theme involves sustainability, we will start by analyzing 
the environmental dimension, and thereafter move on to social engagement. Craal & Vereeck 
(2005, p. 174) and Amores-Salvadó et al. (2014, pp. 362-363) stress the importance of 
understanding the positive impact environmental activities have on the firms’ financial 
performance, one could assume that this kind of involvement would affect the performance of 
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startups positively as well. By the answers we received, we can clearly see that the investors 
stress the importance of startups to engage in social and environemntal activities since it has 
become increasingly important, both to customers and to the society as a whole. This is in line 
with what Hallstedt et al. (2012, p. 277) claimed, that the tougher customer request is leading 
to more intense sustainable activities. Therefore, we argue that the CSR involvement has an 
impact on the economic performance of the startup, since customers will not bond with startups 
that are not engaged in sustainable activities. However, according to one respondent, he does 
not base his investment decisions on whether that startup is environmentally involved or not. 
Further, his experience does not say that environmental activities improve the economic 
performance of companies, he claims the opposite. Again, the mindset amongst the investors 
seem to be dyadic in the sense that they look differently on the different components of 
sustainability, and thus CSR, making them act differently when startups are involved in such 
activities. Therefore, we cannot generalize whether these activities, alone, is a cardinal factor 
in investment decisions. Though, the respondents agree that a startup that is doing well 
financially and is also involving in the other two dimensions of CSR, i.e. environmental and 
social activities, is even more interesting than startups that exclude the sustainability-
perspective from their agenda. It is clear, however, that startups need to advertise that they are 
involved in such activities at an early stage to attract the potential investors and increase the 
possibility of an investment to take place. This is in line with the proposition by Amores-
Salvadó et al. (2014, p. 363), that environmental efforts should be communicated to 
stakeholders, so that they are aware of the environmental efforts. This can also be used as a tool 
to reduce information asymmetries, and thus mitigate the opaqueness of the firm. Thereby, it 
can be seen that investors value green startups as long as their economy is solid. This is in line 
with what Carroll (1991, p. 41) argue for regarding CSR, as he states the economic dimension 
to be the mots crucial one. Thereby, on the one hand environmental activities are of importance 
from an economically strong perspective, and on the other hand it is not of great significance 
in an economically week perspective. 
 
In terms of the social engagement of startups and its impact on investors’ investment decisions, 
our respondents clearly stated that it has a bigger impact on their decision than environmental 
involvement. To be precise, it is the ethical aspect of a startup’s social endeavors that seems to 
be of extraordinary importance. It is clear that the theories and the investors view on sustainable, 
i.e. CSR, activities are different. The theories suggest that sustainable activities, which include 
both environmental and social aspects, are important in order to improve the economic 
performance and to gain value. However, according to the investors, it is primarily the social 
dimension that is of importance for them when investing, and their experience say that the social 
dimension rather has to do with image and values than the economic gain. All investors claim 
that the social dimension of sustainability is of importance when looking at potential 
investments, but when the startup is not involved in such activities, in line with Shapiro’s (2005, 
p. 271) findings, dilemmas can occur according to the investors. The respondents state that they 
will try to take measures in the shape of designing and implementing incentives that will 
advocate social involvement, and thereby decrease these dilemmas. With this in mind, it is safe 
the say that social sustainability has an impact - but is not cardinal - on the investment decisions 
of investors, at least to a larger extent than environmental activities. In line with Najmaei’s 
(2015, p. 263) findings, the investors made, or suggested, adjustments of the business model in 
cases they found it necessary. Interestingly, the modifications which the interviewed business 
angels and venture capitalists performed in the different prospect investees’ business models 
rarely included sustainable changes. The oexamples which were taken up by the respondents 
only included better gender equality in the startup’s board. 
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In terms of philanthropic investments and investments made purely on moral grounds, 
Söderblom & Samuelsson (2014, p. 26) argue that investors can make these kinds of 
investments. Our respondents partly confirm this by stating that they do involve in investments 
that entail other values that purely monetary ones. For example, our first respondent, who is a 
business angel, says that he was involved in such a project, but it was on his own initiative and 
not with the purpose of making money. Most of both the venture capitalists and business angels 
partly agree with Söderblom & Samuelsson (2014, p. 26), as they say that philanthropic 
initiatives can impact the investment decision, whilst one say these initiatives have an impact 
on the investment decisions, as long as the startup’s financials are solid. In general, they explain 
such initiatives to be more important in mature corporations rather than startups, and further 
explain that they generally are philanthropic through personal donations to charities and such, 
instead of investing in philanthropic ventures. Thereby, it can be see that philanthropic 
initiatives of startups are not of great importance when pursuing different investors. Carrol 
(1991, p. 42) argues that philanthropic involvement is considered to be highly valued, but the 
least important category in the social dimension. The findings foretell the same, however to a 
lower extent. Most of the respondents say that they are involved in these kinds of activities, but 
on their own initiative. Instead, as previously mentioned, ethical considerations, such as 
equality and diversity, are considered more important and have a bigger impact on their 
investment decisions. The fourth respondent clarifies that that the monetary gain is not big 
enough for him to engage in moral and philanthropic investments. We argue that the 
summarized responses indicate that Carrol’s statement is correct; investors find this aspect to 
be very important when investing on own initiatives, but of little significance when investing 
on behalf of the company.  

6.2 Revised theoretical model 

Through the above analysis it becomes apparent that especially the ethical dimension of social 
activities, as well as environmental activities can impact the decision to invest in a startup, 
however the economy needs to be solid. Furthermore, alterations of the business plan in order 
to better address CSR efforts seem to be something that rarely is done, thereby the interaction 
between post-investment activities and the three dimensions of CSR are removed in the revised 
model. Thereby, the question marks in our initial theoretical model can be removed, and thus 
we can answer the research question. We still assume that startups are following the pecking-
order in our model, and request a future study to see whether this is indeed true. This leaves us 
with the following revised model: 
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6.3 Considerations regarding the qualitative data 

As we have argued earlier in the thesis, we are aware of the fact that the number of respondents 
should preferably have more extensive. According to Saunders et al. (2012, p. 283) researchers 
should strive for having at least five respondents when constructing semi-structured interviews. 
Our own sample of eight interviews is higher than this particular number, however we would 
have preferred it to be even higher. Furthermore, we would have liked to find two more business 
angels, so that we had an equal mix, however these people were very hard to find and pursue, 
as we found it harder to find the contact information to those investors than the venture 
capitalists. As we have included a section that solely defines the investment process of business 
angels, it would have been preferable to conduct interviews on more business angels, to be able 
to make accurate assumptions of the tendencies in their investment process. Though, some of 
the interviewed venture capitalists also acted as business angels privately, on the side of their 
venture capital involvements, thus we cannot rule out the possibility that they have answered 
the questions from a mixed perspective of a venture capitalist and a business angel. This actually 
might imply that we have an adequate mix of the two types of investors. However, it also means 
that there is a possibility that specific received answers from these investors have been 
interpreted as coming from the experience of a venture capitalist, when in fact it is the 
experience of a business angel. 
 
As we came in contact with our interviewees through other investors and established 
organizations on the market, we argue that the respondents included in the study are reliable 
and of adequate nature. Moreover, as we have tried our best to make the respondents feel 
comfortable during the interview setting, we argue that we have received honest and useful 
answers. However, as investors tend to have a busy schedule, we have interviewed them via 
Skype and telephone. This is one of the things that we could have done differently in order to 
increase the trust between ourselves and the respondents. Naturally, we would have needed 
more time to be able to organize live interviews, but it is possible that it is one of the things that 
could have affected our result. One must keep in mind though, that the number of investors is 
not too extensive and most of them operate in the bigger cities. They are hard to get hold of, 
especially in physical shape but also via phone, and once the connection is established it is very 
rare that they have time to meet in person. This is the reason we had to conduct Skype and 
telephone interviews. It was the second best option. 
 
Another thing to keep in mind, is that we have only partially been able to follow Lecompte & 
Goetz’s (1982, p. 31) five dimensions, due to the fact that we have conducted Skype and 
telephone interviews instead of live interviews. For example, the dimensions that involves 
social context has been hard to affect, since the connection that arise when meeting respondent 
face to face is stronger than only seeing the respondent on a computer screen. Thereby it is 
questionable whether we have managed to make the interviewees feel comfortable in the 
situation, which in that case means that this could be less credible, resulting in a sense of bias 
towards the research.  
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7. Conclusions and recommendations 
The purpose of this chapter is to answer the research question of the study, which has guided 
us throughout the paper, and also address the thesis’s purpose. First, we will provide general 
conclusions, and later go into detail by explaining theoretical, practical, and societal 
contributions. Lastly, the limitations of the study are outlined, while simultaneously addressing 
suggestions for future research which could provide fruitful findings. 

7.1 General conclusions 

The purpose of this study has been to gain deeper insights on, and study, the investment process 
and criteria of Swedish business angels and venture capitalists. Furthermore, we intend to see 
whether CSR endeavors of startups, encompassing sustainable activities, affect the willingness 
of Swedish business angels and venture capitalists to invest in a company. The qualitative study 
we have conducted discloses interesting findings through the exploration of the investment 
process, and what business angels and venture capitalists value when they invest. Consequently, 
the research question can be seen here: 
 
Research question: How does CSR-activities within a startup affect the business angel or 
venture capitalist’s willingness to invest in the firm? 
 
The findings disclose that especially social efforts, but also environmental efforts, positively 
affect he willingness to invest in startups, especially when the startup has a solid economy. 
Thereby, the investors are aware of the positive effects of CSR-activities, and believe it is of 
value. Furthermore, these efforts should be advertised by the startup, so that the investors, as 
well as customers, are aware of them. Some investors said they invested on personal goals, 
however these were more about working with people they enjoy working with, rather than 
related to CSR-activities. Philanthropic investments can in certain cases be made on moral 
grounds, however it seems it is mainly done in not-for-profit organizations, and thus is not a 
determining factor when the decision whether to invest or not is taken. In relation to the research 
gap that entailed whether investments can be made on other grounds that economic ones, it is 
clear that venture capitalists and business angels sometimes make investments on moral 
grounds, and as a single investor rather than together with colleagues. However, the startups 
need to engage in social and environmental activities for this to be of interest. This means that 
there is an additional cardinal factor for investors when looking at potential investment 
opportunities, apart from the ones we intended to investigate from the beginning. The findings 
of our study discloses that Swedish investors follow the same priorities of the Triple bottom 
line (Slaper & Hall, 2011, p. 4) and Carroll’s (1991, p. 41) framework of CSR, i.e. that the 
economic dimension is the most crucial one. Thereby, the effect of environmental and social 
activities within startups are stronger in a perspective in which the startup’s economy is strong. 
 
The three global themes of our study further disclose that, in general, apart from the social and 
environmental elements, the different investors put most value in company specific aspects 
such as steady financials, growth possibilities, product or service with potential when investing 
in startups. Furthermore, characteristics of the entrepreneur are also important, where emphasis 
is put on risk awareness, easy to collaborate with, that the relationship between the two parts is 
well functioning, and lastly frequent communication. Some parallels can be drawn between 
these characteristics and measures taken to mitigate agency problems. To end, we recommend 
entrepreneurs to focus on the company specific aspects as well as establishing a tight 
relationship with the investors, since trust is seen as something vital. 
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7.2 Theoretical contributions 

We have identified several interesting findings through the qualitative study which we have 
conducted. The interviews enabled us to investigate the whole investment process of Swedish 
business angels and venture capitalists, in line with the research’s purpose, to see if we could 
complement the investment criteria of Maxwell et al. (2011) and Tyebjee & Bruno (1984). This 
is something previous research has not addressed, and through the interviews it could be seen 
that especially the ethical part of the social dimension is of particular importance. Furthermore, 
philanthropic efforts also seem to be of importance, as long as the financials are solid, making 
us perceive it in the same way as Carroll (1991, p. 42), i.e. as “icing on the cake”. However, in 
certain cases, it seems like philanthropic investments are made on moral grounds, but such 
capital injections appear to chiefly be done in non-profit organizations. Consequently, it seems 
like the business angels and venture capitalists are aware of the positive effects of 
environmental activities, which have been outlined in section 3.5 and 3.6, and that they value 
such activities. Thereby, we can conclude that Swedish business angels and venture capitalists 
value CSR-activities within startups, especially in an economically strong perspective, and that 
it positively affects their willingness to invest. Thus, they follow a Triple bottom line approach. 
Thereby, we have complemented the theoretical frameworks of Maxwell et al. (2011) and 
Tyebjee & Bruno (1984), by adding one more key criteria, CSR-activities, for investment. Thus, 
in short, Swedish business angels and venture capitalists find a startup’s engagement CSR-
activities to positively affect their willingness to invest in that particular firm. 

7.3 Societal implications 

In terms of the societal implications of our study, the utility of the research that we have 
conducted is high, as it might enable Swedish startups to conduct business more efficiently 
and have better chances of gaining external capital. Startups are entities that have had, and 
will continue to have, huge impact on the continuous development of Swedish economy. We 
have involved investors and what criteria they look at when making investments, such as for 
example CSR-involvement, to see what they look for when investing in startup companies.  
 
The startups should to engage in CSR-activities, especially if their finances are strong, in 
order for investors to be more willing to invest, as well as consider investing on moral 
grounds. Being CSR-oriented, and thus sustainable, has thus been found to bring positive 
benefits to the startup. This suggest that the value of sustainable entrepreneurship is more 
important than ever for a startup’s success, and that it brings positive value to society is a 
great externality. Furthermore, being socially responsible enhances the customers’ perception 
of the startup. Further, when society notices that investors are involved in startups on more 
grounds than economical, for example moral, one might suspect that the overall satisfaction 
within the entire industry will increase.  
 
In terms of the investor and the implications an investment might have on society, it is clear 
that an investment made on moral grounds, where the startup is involved in CSR-activities, is 
naturally beneficial for the society. Environmental activities will mean a healthier 
surrounding, and social involvements that perhaps mean gender equality or shareholder policy 
will lead to a higher level of satisfaction for all actors involved. It could be described as a 
cycle, where one positive deed, for example an investment made on moral grounds, echoes to 
the customers that become more interested in the startup’s product or service, which will be 
beneficial for both the investor and the startup. Ultimately, the business development of firms 
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might correspond to WCED’s definition of sustainable development: “development that meets 
the needs of the present without compromising the ability of future generations to meet their 
own needs” (WCED, 1987:54, cited in Klewitz & Hansen, 2014, p. 58). 

7.4 Practical recommendations  

The investigation done in this thesis, with purpose to find out whether the CSR involvements 
of startups have an impact on investors’ investment decisions, has yielded interesting results 
which we can utilize to suggest practical recommendations. In our discussion, we have already 
made some recommendations, or at least touched upon them, but in this section our intention is 
to provide more general recommendations to startups and investors. In line with the purpose of 
this study, we have investigated the whole investment process of Swedish business angels and 
venture capitalists to see what aspects they emphasize on. A specific focus has been put on 
CSR-activities, as these are of particular interest. Below we recommend what activities should 
be undertaken with regards to CSR, and how the chances of attaining a capital injection are 
increased through such efforts, especially in financially strong organizations. 
 
The findings in our qualitative study show that the investors’ interpretations are that customers 
and society, in general, value both social and environmental activities, and that it is becoming 
increasingly more important to them that startups are involved in such activities. Thus, we 
recommend the startups to focus on both social- and environmental activities to address the 
demand of the investors. Since the business angels and venture capitalists uniformly put 
emphasis on social activities, especially in an ethical context, these are of extraordinary 
importance. By doing so, it has been seen that the willingness to invest increases, making the 
capital needing firm increase its chances of survival. Thus this has societal implications, since 
an enhanced survivability of Swedish startups positively affects the economy on a whole. 
 
To fully benefit from the CSR efforts, we recommend the companies to deliberately undertake 
reporting activities by which they explain to the investors what activities they conduct and what 
the effects are. This reduces the opaqueness of the firm, thus reducing agency problems and 
strengthens the relationship between investor and investee. This might also increase the chances 
of gaining financing in a second round, as well as making the investor to more fairly value the 
business. We suspect this could have implications on the pecking-order in the sense that the 
preference of equity increases. 

7.5 Limitations and future research 

The most prevalent limitations of this study are related to the sampling problems, since we had 
the ambition to gain empirical data from a few more sources. We managed to persuade a 
relatively low number of business angels, and a decent number of venture capitalists for 
interviews. In an optimal scenario we would have gained access to at least two more business 
angels so that the numbers were equal, enhancing the possibility for information saturation. As 
it is now, there is a risk we have not reached information saturation, since we have not reached 
Saunders et al’s. (2012, p. 283) critical point of five semi-structured interviews regarding the 
business angels, as we only found three people to interview (see section 6.3). 
 
Since we initially also wanted to include the pecking-order theory into our theoretical model, 
we request a future study which is able to fulfil the quota for making a statistical analysis 
regarding the pecking-order within Swedish startups, since the impact of our results are very 
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dependent on the capital preferences of Swedish startups. For example, if the findings of such 
study would disclose that companies of this particular type use any means necessary in order to 
avoid external funding through business angels and venture capitalists, our results would 
become very marginalized. Furthermore, that study should also include alternative capital 
sources, since, just like Frid (2014, p. 337) we argue that the exclusion alternative sources of 
capital can be seen as a limitation, since these particular sources have become increasingly 
popular. These might have implications on the pecking-order, since capital costs in certain cases 
are lower, making it a very attractive capital choice. Thereby, we request a future study, which 
investigates the pecking-order of Swedish startups, including the “other” dimension in figure 
1. regarding funding sources (Söderblom & Samuelsson, 2014, p. 21). This would illustrate a 
pecking-order which better mirrors the contemporary situation of startups. This would once and 
for all describe the capital preferences of Swedish startups, explaining the underlying reasons, 
and provide investors with important empirical evidence which could enable them to better 
address the startups’ needs when investing. 
 
The entrepreneurs’ and startups’ perceived value of conducting CSR-activities would also be 
interesting to investigate in a future study, as it could disclose whether their thoughts correspond 
with those of the investors. If that would not be the case, the activities of the startups could be 
more streamlined in order to conform with those of the investors, which ultimately would 
enhance their chances of attaining capital, as well as increasing the relative value of the findings 
in this thesis. 
 
Lastly, it would have been interesting conducting the interviews in the context of different 
industries, as the thoughts about CSR might differ between them, since some of the interviews 
gave some indications that it might indeed be the case. Thereby, it could easily be seen in what 
industries the startups should focus on CSR-activities for maximizing their chances of attaining 
financing, and also in what industries the companies should be focusing on other activities 
which bring more value to the investors. Consequently, a study which is customized to different 
industries would enable startups to min-max their firms, so that chances of acquiring capital are 
maximized, and thereby survival is increased. This would have many societal implications, 
since a higher survivability would increase the aggregate jobs in the Swedish labor market, and 
thus positively affect the Swedish economy. 
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8. Truth criteria 
In order to be sure that our research is of proper quality and that we have met the quality 
demands that exist, we will in this chapter discuss the subject of truth criteria. We will start by 
taking a closer look at the qualitative research, to see if it is qualitatively convincing, and then 
perform the same procedure on the quantitative research. 
 
There are two concepts that serve as tools in the progress of determining the quality of a study 
– reliability and validity (Bryman & Bell, p. 394). According to LeCompte & Goetz (1982, p. 
32), the first one is connected to the replicability of the research, whilst validity is connected to 
the accuracy of findings. Further, they argue that four different measures can be taken in order 
to determine the quality of the research, which is important in all scientific research. These 
measures are internal and external reliability and internal and external validity (LeCompte & 
Goetz, 1982, p. 31). 
 
According to Bryman & Bell (2011, p. 395), external reliability can be defined as to what degree 
a study can be replicated. As each study is unique, the goal of qualitative research is usually not 
to replicate other studies (Bryman & Bell, p. 408). Since the aim of our qualitative study in this 
thesis is to gain deeper understanding of a specific subject, and not to replicate it in a different 
environment or setting, we agree with the above stated. For us to be able to increase the external 
reliability, we have chosen to conduct LeCompte & Goetz’s (1982, p. 37) five 
recommendations. The first recommendation involves ourselves and to what extent we are 
members of the group we are to study, but also our positions in the group. As researchers, we 
have conducted the interviews with a solid thought that we have wanted to minimize our own 
impact on the group, and simultaneously tried to evaluate and understand how our external 
presence might have affected our study. This is referred to as “nonparticipant observers” by 
LeCompte & Goetz (1982, p. 38) and also involves not developing any relationships with the 
interviewees. Since we have conducted the interviews, and afterwards terminated the so called 
relationship, we argue that we have been nonparticipant observers. The second recommendation 
involves to what extent information and access to people is given to the researchers by the 
informants. Access to people might be provided in some cases, but precluded in other cases. 
This recommendation involves a risk to reliability due to biased informants. However, we have 
tried to minimize this risk by carefully evaluating our interviewees and their personal 
dimensions as well as dimensions that are important to the informant, according to the 
recommendations of LeCompte & Goetz (1982, p. 38). The third recommendation involves that 
the social context in which the data of the informant is gathered, might have an impact on the 
data. Some informants may reveal information that feel appropriate to reveal under certain 
circumstances, but under other circumstances they will not reveal these things (LeCompte & 
Goetz, 1982, p. 38). We have done our best to minimize this risk by trying to make the 
informants feel comfortable when being interviewed. 
 
The fourth recommendation is that the researcher should try to keep constructs and theoretical 
premises well-defined, since this facilitates replication. We have done so, however, the main 
goal of our qualitative study has been to gain deeper understanding of the study, and not to 
simplify for other researchers to replicate our study. Further, it should be clear to what part of 
the framework the analysis is linked, which we argue that we have carefully done when 
structuring the analysis part (Goetz & Lecompte, 1981, p. 59). The fifth recommendation entails 
to what extent the researchers present the used methods and analysis, to make it possible for 
other researchers to use the study as an operating platform for their future research.  Our sincere 
belief is that we have, throughout the entire thesis, clearly evaluated and defined our choice of 
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method and our analysis, to intensify the possibility for other researchers to use our study as 
operating platform (LeCompte & Goetze, 1982, p. 40). 
 
The other dimension of reliability is internal reliability, and involves whether the researchers 
in a group agree on what is seen and heard (LeCompte & Goetz, 1982, p. 158). This 
interpretation of the dimension is shared by Bryman & Bell (2011, p. 158) who claim that it is, 
among other things, of high importance that the researchers can agree on decision regarding 
interviews and data categorization. Since we have had open discussions and dialogues 
throughout the entire creation process of this thesis, our conviction is that we have done 
everything possible to maximize our internal reliability. We have discussed matters regarding 
the interviews, before conducting the actual interview, but also afterwards, to make sure we 
have interpreted the answers the same way. 
 
In terms of qualitative research, LeCompte & Goetz (1982, p. 43) argue for two types of 
validity; external and internal. External validity involves how generalizable findings can be 
across social settings, and this type of validity is a problem for qualitative researchers since 
they usually conduct smaller studies and small samples. Since we do not intend to generalize 
our findings in the qualitative study, we do not consider external validity to become a problem 
in our thesis. According to LeCompte & Goetz (1982, p. 43), internal validity involves whether 
the researchers measure what they really intend to measure, and in qualitative research the 
internal validity is almost always very high. We can consider our internal validity to be high, 
mainly thanks to the choice of having semi-structured interviews. This choice has enabled us 
to structure an interview, and when actually conducting the interview, the chance of asking 
follow-up questions that we did not included in the pre-face, has enabled us to measure what 
we wanted to measure.  
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Appendix 1. Interview guide 
 
Introduce ourselves 
 
Tell respondent what we study  
 
Introduce the thesis subject, and end with the research question: 
 
How does CSR-activities within a startup affect the business angel or venture capitalist’s 
willingness to invest in the firm? 
 
General questions about the respondent, for example earlier projects, experiences, industry 
preference when investing etc. 
 
Ethical guidelines: Mention that the interview will be recorded and ask if they want to take part 
of the transcription after it is finished. Also, present that the recording will be deleted after it 
has been transcribed. 
 
Theme: Investment process and investment decision making criteria 
-Could you shortly describe the different stages you undergo from being unaware of an 
investment opportunity until investment? 
-What criteria does a company generally need to fulfill in order for you to invest in it? 
-What post-investment activities do you undertake? 
-Do you look at different criteria when you are to re-invest in a company? 
 
Theme: Agency problems 
Explain our definition of agency problems and exemplify. 
 
-Do you consider agency problems when making an investment? 
-What activities do you undertake to mitigate agency problems? 
-Does the timeframe, short-term vs. long-term, of the investment affect agency costs? 
 
Theme: Corporate social responsibility 
-Does the environmental efforts of companies you consider to invest in matter? 
-Does the social efforts of companies you consider to invest in matter? 

Different dimensions of social to ask about:  
 

Ethical: The startup undertakes activities which might not be necessary by law, but 
instead from a moral perspective, ex. promotes gender equality. 
 

Philanthropic: The fundamental difference between philanthropic and ethical 
responsibility to be that the former, from an ethical or moral standpoint, is not expected and 
undertaken on a voluntary basis. 
 
-Have you ever considered investing in a company on moral grounds, i.e. you believe the 
company’s cause is of primary importance, rather than the potential monetary payoff? 
 
Is there anything more you would like to add?  
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Follow-up questions are asked in every theme when necessary in order to gain deeper 
insight, further question something the respondent briefly mention which is of interest for 
the study, and also to clarify in case anything is unclear. 
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Appendix 2. Thematic networks 
 
Global Theme - Investment criteria 
Organizational theme – Steady financials 
 Basic theme:  
-          Well-developed business plan that the investors understand. 
-          Crucial that the startup has a product or service with potential. 
-          Startup should have growth possibilities.  
Organizational theme – Ability of the entrepreneur 
 Basic theme:  
-          The entrepreneur should be risk-aware. 
-          The entrepreneur should be easy to work with. 
-          Appreciated when the entrepreneur has managerial capabilities. 

  
Global theme – Networking and communication 
Organizational theme – Bonding 
Basic theme:  
-          Important that the investor gets along well with the entrepreneur. 
-          Developing the relationship will develop the business as well. 
-          Supporting the other party in complicated situations will benefit the business. 
-          More frequent between business angel/entrepreneur than venture 

capitalist/entrepreneur. 
Organizational theme – Information asymmetry avoidance:  
Basic theme: 
-          Communication must take place frequently in order to avoid information asymmetry. 
-          Preferably sign a shareholder’s agreement in order to avoid future problems. 
-          Provide the other party with updates to increase trust and improve business 

performance.  
 
Global theme – Sustainable undertakings 
Organizational theme – Environmental involvement 
 Basic theme: 
-          Investors want to see solid financials before engaging in environmental activities. 
-          The investors usually invest in environmentally sustainable startups on their own 

initiative. 
-          Is becoming more and more important to customers, and thereby also to investors.  
-          Startups need to advertise that they are involved in such activities and also have strong 

financials in order to attract investors.  
Organizational theme – Social involvement 
 Basic theme:  
-          This kind of engagement has a big impact on the investment decisions of Venture 

capitalists and Business angels. 
-          The importance of social sustainability is found in the image and the values of the 

startup, and they match with the ones of the investor. 
-          Becoming more and more important to both investors and startups.  
Organizational theme – Ethical, moral and philanthropic involvements 
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 Basic theme:  
-          Usually only takes place on investors own initiative, when making personal 

investments. 
-          Has an important role to the investors, since the feel that they are giving back to 

society. 
-          Philanthropic initiatives have a positive impact on the investors’ investment decisions. 
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